consideration must Ih» Kivori to the statistical procedure^ that are used. 
SjHTifically, it is hecess^iry to constrain probabilities of exHaustibri to lie 
between the values of zero and one. Binomial loffit and discrirrlihant 
unulysis techniques were used, in addition to ordinary least squares 
n»j?ression. Without belaboring the technical aspects of these choices 
here, it is importaul to know that the assumed properties of the data, 
which are required to ensure pn)|)er interpretation of estimates 
derived, are very strinRent. In addition, it is difficult tx) compare 
individual coefficients across the different techniques, and it is harder 
to make confident statements abdUt the overall "goodness of fit** of the 
modeKs) specified. 



The explahtory power of all throe of the statistical techniques 
utilized is severely limited. Gohsequehtly, it is more appropriate to 
conclude that the procedures produce similar results b**cause the model 
specification is far removed from an accurate statem^ n' of the 
important causal forces that affect Ui benefits exhaus.ion probability, 
than becau.^e the three methods are equally sensitive to the 
distributional characteristics of the sample data. 

Before specifyinjr a cbriditibhal probability model of the UI benefil^i 
exhaustion phehbrnehbh, an exarhiriatibh was made to probe earlier 
efforts. All relevant efforts have. been seribusly constrained by available 
(lata for estimating the models. It was hoped that variables included in 
the eWBH master claimant records, supplemented by quaruorly 
wvered earnings data and other routinely available administrative 
information, would prove useful in the quest for improved predictions 
of claim-series duration. 

Unfortunately, this was not feasible, to the extent that model 
specification arid estimation activities have been conducted judiciously. 
Neither the chbice bf relevarit variables and functional forms nor the 
interprets ijbn bf estiriiates derived frbrifi different statistical procedures 
are obvioiLs. To illustrate this assertion: A greater than 4 gercerit 
decline in erhployrrient in a clairnarit's previbus iridustry affiliation does 
}iof appear to result in a Rreater likelih(K)d of UI benefits exhaustjbri. 
l5oes this m^-an that termination of em ployrnehi in a declining industry 
is not a reliable signal of '*unusuar economic distress? Or does it offer a 
signal to "look elsewhere" <which wf:\'i^Jd incre^ the sense of u^ency to 
cast about for a new job, because the old one is unlikely to become 
av ailable a^ain)? The net result of these opposing forces cannot be 
predicted a pribri. 
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Preface 



What kinds of inforrrialion and prGgram options are needed by 
education and training institutions and pojicymakers to prevent and 
ameliorate Hardships of emplbyment displacemen caused by 
technolojTical change, import cdmpetUibri, or other causes? 

This question was the primary' foco&jjf the third annual Eolicy 
Foruni on Emploj-ability Develbpmeht, Held in Washihgjton. DC. in 
September 1983 by the National Center for Research in Vocational 
Education, the Forum wa§ sponsored i>y the National Institute of 
Education. 

The first Policy Forum. giv^?n by the National Center in October 
1981. was a comprehensive examination of the contributions of ^'a^ous 
training rnstitutidns in the Unit/sd States that preprare young wofkj?rs 
for the wbf M of work, the resuUing papers from that Forum w-ere 
published tn Jot^ Tratninjgfor Youth, 

The second Policy Fbfum. given by the National Center in 
Septt^mber 1982. explored the usefulness and validity of occupational 
fufi'casting. Institutional responsiveness to these Jorecasts. iiii^^d prti^ram 
coordination. The Information presented at the F^rum waA#iStere«t tb 
policytiUikers and re.5earchers who participate in the decistenrtiakJng 
about the training of a skilled labor force. The proceedmj^^ were 
published in the volume, ^^spoasMSf'Nr^?»' i>f Training Jmiitulions to 
Changing LatHir SiarkVt D^mdnd», 

This volume pf^sphts a set ofpSp^N and reactor comments which 
descrihe and a^^^ess the context of the di«|)lieed worker prbblem, 
ihtcrnatiohal experience in retramirig displaced workers, private arid 
public responsibilities for i^traihihg displaced workers. bperaU^g 
programs, and broad policy alternatives. These papers wiU be useful to 
lK5th national education, employment, and training policymakers and 
those charged with administering local programs. 
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the National Onter has eriRaKred in orjranizinR the Forurns shd 
pubifshihi? theTesultinjT paj)ers if^ order to brinfr to the attention of 
policymakers problems and issues affecting traininjr. this pubHcation 
contributors to the cohtinuatioh of thoughtful dialdp'^ irtd debate 
concerhint? the implications for bur education and training snstitutjons 
•of the displaced worRer pr<^lerh. We tope to cbritinue our cbntributions 
to the Held of traininj? throu^rh subset]ueht annual Policy FdrUms and 
resultinj: publications. 

As editors, we have taken minor liberties in preparing- the 
materials for this volume. In particular, in chapter 2 we have 
attempted to summarize our sen>o of the policy considerations and 
recommendations s-rrbwin^r but <of the Forum. We take full responsibility 
for these interpretatsbris and conclusions. 

A yrreat many people cbntributed tb the third annual Policy F^orurr 
and to preparation of this volume. We wish es|)ecially tb express bUr 
tippreciation to the National Institute of f^ducattbn for its sUppbrt bf the 
re.sea:rch projrram on employability developmeht of which this Fbnirri is 
a part. Wo me a deep debt of jfratitude to Robert Taylor.^ Executive 
Uirmbr bf the National Center for Research m Vocational Education, 
for his frUidanee in developing the program and his support in all 
pha^^s of its ^tai^injr. We wish to thank Walter Corson, Ro^[>er: Johnson. 
William Ashley.7ind Linda Lotto for their review and comments on 
early drafts of chapters 1 and 2. We also wish to thank Janet Ki pi in>rer 
antl her staff for editorial a.ssistance, Mar>* Jo Alvoid for her help in 
co<)rdinatinK the Forum, and T^tti BrbUj?her, Debbie Linehan. and 
Cathy Jones for their heij) in pK'paririfr the final manu.script. 



Cblumbus. Ohio Kevin Hbllehteck 

November V.m ¥r_mk PfUUner 

Howard Rbsen 
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F. PRA TZNER 
H. ROSEN 



tntroduction: NMwnal Policy 
on Displaced Workers and 
Local Program Response 



As the recession of 1981-83 loosens Its grip, employment, education 

and training policymakers are grrappling with the residual 

underemploym(?ht problems faced by workers who have been displaced 
by the forces of technblotfical charig:e, irrpdrt cdmpetition. shortened 
product cycles, changes in consumer preferences, or industrial 
regulation. Such workers— who have had a strong att^tchnient to the 
labor force but who have been laid off or have been given notice of an 
impending layoff, and who have little [ikelihood of becbmmg 
reemployed in their former jndustry or occupation— are labeled 
displaced workers. Stereotyplcally. th^ese workers ^^^^^ have 
blueH^bllar jobs in smokestack industries (such as automobile 
mahufactUririg and steel production), and they typically have achieved, 
through seniority, relatively high wage rates but have onl5^modest skill 
and educational levels. Evidence suggests that the stroctural changes in 
the econorhy are eroding also recent labor market gains of minority 
groups and women, particularly during the period in which 
employment levels at facilities were being reduced prior to plant 
closures. 

The problem of d?sp[aced workers has been rea^i^ and there 
ha\xj been some initial br«d poHcy^rustsio assist these workers. 
Enactment of Title III of the Job Training Partnership Act UTPA), 
which went into effect on 1 October i^. eDcwrages 16cal_ _ 
public/private training partners to asist disiplaced workers. Funds may 
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ho usihI for the nillowin.^: s<»rvices: 



• Job search assistance 

• Job development 

• TraininR in job skills for which demand exceeds supply 

• Supportive services, includinj? community assistance and 
financial and personal counseling 

• Pre-laybff assistance 

• Relocation assistance 

• Pro^^rams conducted in cobperatioh with employers or labor 
orpranlzatsons to provide early intervehtibn in the event of 
cteure at plants* 

Other federal interventions designed to le^n the problem of 
displaced workers have included the negotiation of "voluntary*' cxp^^^ 
quotas with major American trade partners and the administratoon of a 
number of "si)ecial prbtectidh programs"— such as Trade Adjustment 
Assistance, which aids workers adver^ly affected by triKie— to provide 
financial assistance to workers who have lost their jobs. In addition to 
thehc federal ihtervehtiohs. UhempWmerit Insurance (UI) is the largest 
source of financial assistance to theuhempl<yed. Indeed, most displaced 
workers are eligible for this type of insurance. 

Labor and management have also negoUated private sector ^ 
programs designied to ameliorate the problem. For example^ bargaining 
for employment security through upgrade training/retrajning while 
foregoing immediate wa^e jjaihs has emerged from recent United Auto 
Workers of America JlIAW)/autb company and Communications 
Workers of America/ AT&T bargaining. 

At a time when poUcymakers were beginning to rec^nize the 
tmpbrtance of the displaced worker problem, the National Center for 
Research in Vocational Education convened its third annual ^licy 
forum bh) employability development and focused it onthe role of 
training and educational institutions in serving the needs of displaced 
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\v()rfet*r?N. THo ohjo(-tivos of the annual jwlicy forum series are to U) 
provicie ^^(oSiryrnakers and practitioners with information to make 
informed decisions al>out education and traininjr for work; (2) provide 
of)|x)rtunities for dialojfue on imjjortant policies, practices, and issues In 
pn)v idinp: preparation for work; and (3) serve as a means of 
hiaihtaihihjr inu)4)rtant jinkajres ja^tween and amonjr jX)licymakers, 
resc^archers. and practitioners. Towards these ends, the 1983 pratherinfi: 
inclucied key persdrinel from the U.S. Departments of Labor and 
Kducatioh. staff members of CbhKros^iorial committees and aKcncjes, 
members of key education and trairiihjr prj^ahizations. officials of labor 
unions and business ehu rprises. selected state an< local Koverhment 
(ifficials, and researchers and scholars. 

Two broad themes emerpred from the proceedinjrs of the 1983 
forum First, participants considered what types of naf umif poiivij or 
industry-level initiatives, need to i)e pursued in either a preventive or 
ahieli(>rativ«» role, as well as the implications of such policies. Second, 
participants dcT-friblHi and considered Uk-ai n'.s7>o>/.sr.s to displaced 
workers and the roles beinyr played by training: institutions and schools. 

THE F(Jt trs OF NATIONAL POLICY 

Any intervention into the economic process benefits some segments 
()f the economy, but it also distorts the resource allocation of the 
marketplace, which will cause costs to be borne by other seK-ments. A 
basic question, then, is whether the benefits of the inter%-ention warrant 
the c()sts. 

f vvo of the participants— Bluestbne and McKenzie— Klebate this 
question in their chapters on retraining displaclHi workers. McKenzie 
provides three reasons for sujrjcestirijf that (federal) governmental 
intervention l>e limited. First, firrhs will substitute (to some extent) _ 
subsidi^iod traininfc for retraining that would occur in the absence of 
subsldifiss and will pocket the reduced costs in the form of increased 
profits. Second, financing Rovernme^nt subsidization of reiraihihRJ^'ill 
cause reduced training: in those firms tha^ will pay higher taxes^ Tlhird, 
subsiitlizinp: training in industries at risk gives workers the wTong 

incentive signals: t^nt is, the relative wages in th(»e industries will 

becbrrie artificially high and will attract workers. Blueston'.* counters by 
j;uggestihg that institutional and social imi^iments to ch'inge cause a 
rhisal location of resources and therefore result in social costs in 
response^ to the rapid spatial and dyna:/nic adjustments of the economy. 
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Stvorul, neKUtive exlerrialities in the form of Ic^t traininfi: costs often 
occur in privatt* companies when a Worker leaves to take a job with a 
competitor: These externalities cause firms to underinvest in trainirig. 
Government policy, according to Bluestohe, can alleviate the cnsts 
rapid economic change and disiribute trairiinj? costs rhdre equitabJy, He 
even iToes so far as to suRtfest a totally hevv fiharicihg mechanism that 
makes the government an "equity investor" in educational endeavors. 

the experiences of other industrialized countries that hav^ 
confronted the problem of massive structural unemplayrnent could 
Ruide American policymakers. Bendick's chapter describes the 
ex{)eriences of three: Sweden, France, and Canads. Sweden relies on a 

strong national emplbymeht service involving compulsory use and 

registration. Fraaee uses it^ tax code to provide incentives for firms to 
provide IraininR. Each French firm is obliged either to spend at least a 
sum of money equal to 1.1 percent of its wage bill on training activities, 
or else have the difference between 1.1 percent of its wage bill and tts 
training exr>enditures fuUy taxed. In cohjuhctibh with advance notice 
legislation, Canada's federal employment authority administers a __ 
service that actively inter\'enes in plant closings^ or other mass layoff 
situations if requested by the parties m^-olved^ Thls service, the 
Manpower Consultative Service, arranges a tripart|te council wit^^ 
members from rrianagement. the work force, and an arbitrator. The 
cou(nciI acts as a fociis for outplacement and other serv'ices for the laid- 
off workers. The chapter concludes that the Canadian approach is the 
most amenable of the thre^ to the U.S. 

In discussing the context of the displaced worker problem, Uhalde's 
chapter indicates that since thpne is ho consistent agreement about the 
definition of employment di^plaeemeht. there is no general agreement 
about the size of the problem^ The chapter does indicate that Title III of 
JTPA is the tijrimary public response to the displaced worker problem 
in this countrj'. He suggests, hou'ever. that it should be supplemented 
by modified vi'orkplace adjustment mechamsms in the private seclor. 
Such mechanisms may include cooperative human re^uree planning 
between labor and mautagement to retrain and retail^ workers who may 
otherw ise becdrhe displaced. 

McLennan suggests several modifications to existing federal 

programs and legislation that ^duld be considered in attemptii^ more 
efficient amelioration of struc? iral unempldyment In particaixr, he 
suggests a basic reform of the Uhemplpyment Insurance ^rj^m to add 
a second tier of benefits that individuals with at least a minimum level 
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of jabor iorvv vx\^'r'w\m* nnihl use for retraining, in the caso of 
permanent (Jisj)lueonu»rU. to hotp reduce the [K)ssibijity of large-scale 
(iisplacement of workers. McLennan argues that the iar^e and RrowinR 
level of tax-exempt bond issues to supjKjrt private* firms skews the 
coinpetitiori for capital away from heavy industrial firms with hxr^i* 
piant anU eipiiprnent capilaJ meeds imvard liKhU»r MAice-orienled 
})usiness. He sUKjjests that a 'iiimiUitioh on sUch instruments will brinjr 
about more sensible local ecbiv'muc development ahd_ increase the 
competitivi^ness of American industry. His review of pk)l_icy options 
considers various additional alternativen. ranffihj? from Individual 
Training Accounts and tarReted federal procurement to Reemployment 
Vouchers. 

Kxarriininjr administrative and supplemental data from the UI 
system, Crosslin, Manna, arid Stevens report that the larger the decline 
of ehip[o>'nieht is in certain industries, the more likelv Ul l>enefte will 
be exhausted and earnings will fall in subsequent enljijloyment. this 
finding suggests that early ihterveritibri. such as training or job search 
assistance, may be desirable for workers displtiiced from those declining 
industries. The authors also offer humerbus afillmihistrative suggestibris 
for fH)]icymakers establishing programs to identify and serve displaced 
worki^rs. 

In considering the various nationaj pMicy^lternatives. the forum 
authors generally agree upon the over riitng importance of achieving 
stable economic growth in the country: Uhalde's conclusion, which 
reflects a consensus view, suggests thai: 

Stable, sustaihi^d ecbriomic growth at reasonable interest 
rates and exchange rates is a ptym{iyislU' for successfully 
addressing the prbblerri bf the displaced worker. 

LOeAb PRfJSRAM EXPERIENCES 

No matter which direction ^he future national policy focus takes, 
local training and educational institationsarri emp[^^ 
administrators will shoulder the responsibnity of implement^^^^ 
forurn includes several presentations that describe or evaluate local 
prbgrarri experiences. In anticipation of legislation to assist displaced 
wbrkers. the U.S. Department of Labor has funded several 
derhbhstratibh programs for localities to meet the needs of these 
workers. 
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Thivirutial sito. whoso \migrl\iri has receivetl considerable attentcion, 
was in thv Downriver aroa of I_>_etroit, Smith. Kulik, and Strcmsdorf^r 
present an evaluation of that effort. Their evidence shows that the 
Downriver program has had a jKKsitive effect on the reemployment rat€ 
of local displaced workers. The evaluation does riot ideritify the relative 
effiH'ls of retrainintr vis-a-vis jo\^ search assistance, however, due to 
small sample sizes and spi^cifieatioh problems^. 

Miller profiles another U.S. Department of halx)r demonstration 
program jointly developed by the Mid-Willgimette (Oregon 
arid the CheriiekHa Community CoUege. Of the laid-off workers who 
were sent letters irivitirig them to participate, 34 percent accepted. All 
participants went through a job search assistance workshop. Thei( 
al>out two-thfirds participated iri job pJacement asSBtarice activities 
only: the other one-third receive^, clsissroom trairiiriif. Placenlf^rit rates 
for the former wet^ ar«iirid 70 r^i^cent arid for the latter, 46 percent. 
The difference in these rates must l>e iriterpreted with cautibri. 
however, l>ecaase classroorn training has ori^ly recently been cdriipleted. 
The average wage at placement for both grouips is higher than prograrri 
administrators anticipated, but is still approximately only three- 
quarters of the pre layoff wage. 

Ross descril)es a program developed by the Bethlehem Steel 
Gorpbratibri that became indirectly affiliated with one of the U.S: 
Department bf Later dembristratibri projects. Creating a Career 
Continuation Center, the program i ri vol v(HJ five phases: plan 
developrnent. cxjunseli rig services, jbb search training, follbw-up suppor 
in job development activities arid trairiihg/retrairiirig. Tte Bethlehem 
Steel program emphasizes eouriseli/ng arid irivblverrierit bf the whble 
family as comi)are<i to other more employriierit services-oriented 
programs. 

Noting Ihst the United States has over twelv^e fiuridretll ebmriiuriity. 
junior, and technical colleges that represent an in-place dei^^i^^^ 
for retraining massive numlsiers of the Amefican work force. Eliason 
reviews what these institutions are doing to prepare to offer numerous 
riiodes bf training arid retraining in partnership with local businesses 
and iridustry. She presents thumbnail sketches of in-place programs or 
those under develbprrierit, such as the Brev-ard (Florida) Community 
College precision Iheet rrietal netrairiirig program, the Horry- 
Georgetown (South Carbli rial Techriical Collet golf course maintenance 
program, the Parklarid (Illinois) Cbrrimuriity (Allege Dislocated Worker 
Assistance Center, arid otheR;. 
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The central jK)iht of Shy s chapter is t;..»t a numl>er of training 
proK^^rams have been hej?otiated IhrouRh coIltK!tive bargainirij? to ser\'e 
active and laid-off workers. He presehls_detailed descriptions of the 
UAW'GM Joint Skill Development and Training Gommitteeind the 
IJAW-Ford Employee Development and Training Program. The critical 
eieinent of these programs is that they are jointly administered by labor 
and management. 



The forum proceedings here offer a rich and thoughtful cbllectibn 
of viewpoints for t>olieymakers and program admimstratbrs to consider 
in dealing witfcs the problem of diisplaeed workers. The discussion of ^ 
participants svtrongly suggests that national, state, and local policies 
netMi to reirr, force each othe*> Both mar^^ftMrsent and labor can also 
contribute to thr sl* policies and work togedier to siapplement 
government?^' programs. Forum participants recognize the need for 
both preventive as well as ameliorative policies and programs 

The next chapter highlights the policy recommendations emanating 
from the forum deliberations. 
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Summary of Policy Considerations 



One of the principal objectives of the National Genter's series of 
policy forums is to prdviHc* policymakers at local, state, and national 
levels with informatibh with which to make more informed decisions 
about this hatibh's system of education and training. This volume 
presents information and suggestions related to displaced workers. 
Foliovving upon the introductory remarks in chapter 1, we have 
ciassified the policy cbhsidenitibns accbrdirig to whether they are more 
germane to the national level u^^^ Ibcal-level pwUcymakefs arid 
program adminlstratore.^f course, sound pblicies arid programs 
require contribiutions from and cbbrdj^natioh bf individuals at both 
levels. Nevertheless, some issues address orgahizatibns br ihstitutibns 
with riatidrial constituencies (e.g., the Congre^i^executive a^^ 
riatiorial uriibris; private interest organizations concern^^ith training 

and educatibri, such as the American Association of ebmmunityan^ 

Juriibr Colleges, the American Vocational A550CMt[on. or the Ainerican 
Society for Trairiirig arid Development; and organizations of em pjoyersj. 
©ther issues are more rclev-arit for public or private offlrcials at the local 
leveh 

NATlONAbLY FGeUSED POLICY CONSIDERATIONS 

Policymakers should consider the articulatibri and prbmulgatibri of 
a national indu^rial policy to crordinate ecbhbrhic deveYopm^i and 
employment and training poUci^ ite the economy experiehces 
structural shocks from import expansion, tecfinblc^cal change. 
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ihtfustrial relotation, chantTink c<>risawt?r pK^ferences, and accejerated 
product cycles; a cobrdihaU^d response (piibHc or privitej may facilitate 
adjustment and resource real location toward more ^ficiffht and/br 
etjuitable ends; If tfoals and objectives are articulated by ^ national 
mdustrial policy, then prc^raTh administrators and poHcj makers at all 
leveis of jrovernment and in the private sector will have a focused^ 
direction to follow instead of iryim lo revive confliclinR or uncert^^in 
prugraninUiUc Roals. Th^ educational sy^JeTn must play a roie in the 
indUstt'ial training j>o!icy as well. 

In cohsideririK^ a national ihdustriai {.wlicy, th<p prbblems bf 
displaeeij workers should be kept separate from t5ie i^ues of trade and 
coriif^etition. In the long run, prdtectiohisrh of or p^icies that impede 
tecfinob^ical change in declining industries may result in even m&re 
jobs &t; Improving American competitiveness and lacilitatxng the 
dynamirs of ec^momjc change ere a beUer cours*? of action to increase 
the number of jobs and eiss^? problems of displacement. 



Ajiart fmm a national Industrial policy, displaced worker policy 
initiatives may fang* from comprehensive reforms to incrementai 
changes in existing programs. Tow^ard the ^ystemi^end of the spectrum 
are such riiixleli^ as the Canadian Manpower Consultative Service a 
rehtralized public ageivo' that enters a local situation upon invitation 
and mobilizes and coordinates resources to meet the hee^& (^ displaced 
workers. %V(d the French *'obHg»tibh-to-spehd*' system, which may be 
eKaminftHj for potential adaptattotxs or implications. Adv^ance 
notificatiun l«i*gisbtion is another systemic change to be cooisjdered; 
A Itfeough^omewhat antithetical to a private market jphHcsophy,^ 
evidence has>hown that advance notice of pSanl closure or j«Jb layoffs 
results in lietter outcomes for affeeted workers. Incirementa? types of 
program changes indude targeting fedenil procure nwEits revising 
current capital investment inrcentive policies ^cp tSie dem&nd side) or 
establishing training subsidfes for Individuals (on the supply ^ideV 

The potential of the l^anadian approacife was ^rticularly 
recognized by the Forum participants. As more collective ban^initig 
agf^merts incosTpora^ advance notice provisjons, this appr^ch^of 
eariy intervention Jfirough a voluhta^, ccwperativc labor-management 

oatplscement effort shoujd Iw^nsidered^ It reprints to Jfte 

employment and trarning program sdministra tors an opportunity to 
^e^•erage pri^nte sector dollars with scant govemmsent resoarces. 

Forum participants reach agtwment on the importance ^ job 
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?^»art h skills in arhicvinjr hi$:h It^vels of t^^mployirieht and on the 
sirikirij? dt^fk'ieru y oi t^u^yu skills arnonK dispjacod vvorkeP?>. Edticatiohal 
an<j training polioymakors should cunsidiT fc 
incliurin^ jah .^>itrt*h i^kill trah>ifsj^ in relevant pro>?ram curricala,. 

two major lonx-run trends in educaUrmai policymaking are 
movernenis toward eTrjphasis of basic education and lifelong learninjf 
framewark^. ERHer of ttese devtfJopments may he^ji eaj^e slructura? 
unt^mployment WHiv higher levels of lAasie skills, workers will be rtldre 
train^^Ule and adaptable to new- positions within their employers' 
firriiii) oir ?} oiher firms. Simii^rly, as insititutidhs and pbii^ies 
acconimudQ^U^ \}w traininR and ?^trajnin|^ iMt w ofRers will require 
throu^tout thi# lifetimes, these workers will be able to acquire the 
skills and kntiwledge iiecesisars* to adjust to chzn^ih^ iSx)r rnsrket 
demands. 

Hut in the short-run. Uie forurti participant* pre>^n^i^ evidence 
t.Hat the nTnf ijr basic edycatUiii.al att3»Jnrnent of recent cohorts of 
<li ispla-ctHS workers is riot low (corripartj^ to ctpamiiaity ebUeg^ 
for instance). ^n<i ikii the currerit tra ining am(flK/« of displaced 
iftork*er?i call for coRcehtmt/edMn-time ycnatidrial courses that riieet 
e^ctablished Iocs! later market denmmls. 

Private sector in^tiitn-^ shouSd develop r programs for increasih$f 
employment «iecupity within the workplace ilt^ecsus^ of liFhitatiohs of and 
competing demands for s^ov^rnment res«)urces: This may be 

aw^mpUsh^ via mrainiftg prs^rasns at local secondary or 

p<j>stsecohdai*3- in^Ututions. relocatiors policies, advancie natice of cj^ures 
or Eawffs, arid cooperative j^irate^^^ planning by worker-management 
councils. Indeed, fecerit collective bargaining agreements are moving in 
that directk^n. Adjustmerit riiechariisrns. however, may be too expensive 
&f some firni^. prticularly for small firms or firms nearing 
S>ahkruptcy. Therefore, national fwiiicymsJces^ rieed to consider the 
employjnent security problems of workers in firrns where private 
intrsfii^m m^echanisims cannot t>e established. 

Along sirnttiar lines, other popuiatitsns of displaced workers warrant 
the atteatfon u^f il^eraJ or ^ti<?iial policymakers. Most criteria for 
defining displacement start with anenipfcyment. However, 
displacetnent may also in^'ujve anderemployment or nonparticipatibn in 
the labor force. Fi^i'lrierm^re. the definition of displaced workers m the 
Job TrainiM Partnership Aa (JTPA) relies on a jack of job opportunity 
in tfe ?Aorfe>rs' iridustr>- or occtipat^^n: however, beatuse of 



imiKHUmonts tti joh or >riH)Krai3Hic mobility. sUch as those which older 
workers, workers with employed spouses, or workers with familitii 
might exj)erience, perhaps loss of jobJh one's establishment should 
suffice in administrative definitions. Finally, Kuid^elines for the 
administration of displaced worker programs should hot overlook 
displacement affecting small numbers of workers, as opposed to 
focusing primarily on more visibk mass layoffs. 



LOCAL PROGRAM CONSIDERATIONS 

In administering- and, particularly, in establishing a progrram, it is 
important to establish linkages to all community resources arid service 
deliverers. Reemployment at a reasonable wage level may be the 
primar>' goal, but a job loss often causes psychological, firiaricial,^ 
family, and health problems that also must be addressed. Income 
assistance during prolonged periods o^unernplbymeht inay also be 
riecessar>'. Coordination within the conimunity willjl) maximize the 
likelihood of iRMrig able to provide the nece^arj^services to all ^ 
displaced workers arid their families and (2j minimize duplication of 
services. 

A particular problem within the JTPA framework addressed by 
the forum participants is the admmistratiori of ideal programs when 
local Fwundaries cross state lines. Pblicymakers heed to facilitate the 
efforts of program administrators in such cases to denl with multiple 
state, county, and municipal governments. 

Several ,participants believe that in providing services at the local 
level, job search assistance (J SA j and job search skill training should 

have the highest priority. Several models are avai|ab^^^^^ 

aspects of the job search assistance procedure haw been ijnplemehted 
in various settings. Approximately 60 to 80 percent of participants in 

the programs discussed in these chapters have received (and 

presumably heeded) JSA only, with the remaining clients acquiring 
JSA and tfien engagirij? in trairiirig activities. 

J(S) development activities are ah important adjurict to the 
provision of job search assistance. U)ca[adrnihisj^ of programs 
should not rely solely on published inform&tiori. but should inquire 
QctiiHy and nguiari^ with employers in their !©cal labor markets and 
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should (levolop networki^.* Prograrns may even assist firrns with 
j^bverhmeril procUrenient activities to help stimujate the local economy 
as well as to establish credibility and contact with eniplbyefs. 

To date, skill traininj? has been provided to only a miribrity bf 
program participants. There is no consensus on its effectivehess vis-a- 
vis other types of program treatments. The scant evidence available 
indicates that employment outcomes of trainees^are comparable to those 
uf nuntrainees; this may be a positive reinforcement of training as a 
treatment, however, sirace evidence also indicates that trainees tend to 
be the least job-ready. In any case, training should be of short duration 
and targeted to occuf>ations with demonstrated demand. Displaced 
workers are experienced workers who feel they "know the score" arid 
may thus be averse to training that has no irnitlediate payoff. 
Furtherrhbre. they usually have responsibilities that do ribt allow large 
investments bf time br rnbriey. 

Institutions and program administrators need to acknowledge these 
facts. Standard institutional models of a two- or four-year college for 
young adults are simply not applicable to displaced workers. Effective 
programs are flexible enough to meet time and content constraints. 
Training may need to be offered at the workplace. Community colleges 
have to adjust their administrative systems to accommodate displaced 
worker training. Unionized faculty may need to alter their v^'ork rules. 
In short, all parties need to bperate in a flexible. prbb!em-sblving 
manner. 

During the past twb decades, this^hatibh has develbped and 
acquired a considerable amouat bf information and experience about 
providing services to structurally unemployed workers. Severa! forurh 
participants stress that^fiis information has not been effectively 
disseminated to program administrators. National policymaker^ shbttld 
cons ' ier investing the reso^urces riecessary to dissemiria^^^ 
information about exemplary displaced worker training programs. 

Finally* policymakers need more information about the 60 percent 
(or more) of displaced workers who chodse not to participate in 
prbgrams or who drop out of programs. This large percentage raises 
basic questions about the effectiveness of the programs offered. Do 

•This re[*pmmeniiation corroborates the evidence and discussibh P'*^sehtedjh a pr^^^ 
NatibnaJ Center policy forum: See Taylor et al^ Ht'stposmireneisH ujitrainbig bistitutlotut to 
OHtNfi{r!q Uihi/r Slarkft peman(i^, Columbus. OH: The National Center for Research in 
Vocational Ediicatibh. 1983. 




these workers perceive the programs ^jneffStiveJir hot su to their 
heeds? Are these workers achieving: high le^^ 

without the assistance of the programs? Are tfiese workers adding to 
the rolls of public iricbme maintenance programs? Without jnformati^^ 
about nonparticipants, it cannot be determined whether prc^rarns in 
place <e.g.. unemployment insurance, supplemental unemployiMnt 
benefits) are adequate, whether workers naively expect recall despite 
ma&^ive layoffs or plant closing, or whether local program 
administrative deficiencies cause the low participation. Yet the policy 
implicatidns derived from each of these factors are dramatically 
different. 

Although estimates of the size of the displaced workerpopu^ 
var>' considerably, forum participants agree tfiat displ^acement is an 
employability problem of national concern. It is a problem wiffiou^ easy 
*or immecf^tite solutions, and one that |s lively to plague us for ypare to 
come. It is our hope that the forum deliberations will add, even if in an 
incremental fashion, to an underetahdihg of the displaced worker 
problem and will point toward effective national and local policy 
directions. 
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Job Di^lacetmnt and Empioyment 
Security: A Workplace Perspective* 



INTRODUCTION 



A fundamental and ehdurihg_gbal of bur sbcieS, accbniihg to the 
Ful! Employment and Balanced Growth Act of 1978, is the useful 
employment at fair ratK of compensation of^all individuals able,^ 
wijjinfir, and seeking work. Prinnary challenges to realizing this full 
employment goal have been and continue to threefold. T^^^^ to 
sustain a noninflationary expansion of job opportunities apwe witfi 
labor force growth. The second is to provide adequate and effective 
education and employment and training services to economicaiiy 
disadvantaged individuals. The thihi challenge is to ejirtiinate 
discrimihatioh in the workplace. 

Recent economic events, however, have resurrected still another 
challenge— a challenge to a concept we have 16ri(r taken for gnaihted. 
This challenge may prov^ small in magnitude wHeh cbmparwl to those 
just cited, yet failure to meet iteffectively threatens the hopes arid 
expectations of thousands of Americans. Thi^chaljenge is to provide 
employment security— and, therefore, economic stability— for bur 
experienced work force. 



•Pdina of view or opinionsjitated in this paper do not neceswiriiy represent the bfficitJ 
pr?iicy or pMltlon of the U.S. Departmeht of Labor. 
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The concept of erri})U)ynient s^urity for the expenenced members 
of the American work force is central to achieving our objective of full 
employment Americans hav^ understandably come to expect that the 
atquisition of job skills and^he dedicated empIo>wnt of these skills 
U.roujrh several year^ oi hard work sfeuld adequately ensure their 
; bility to earn a rising standard of living and a comfortable, voluntary 
reiTement. Although tnToiuntaiy but teHiporary perso-s of joblessne^ 
are lolerated, the sudden and perrnanent loss of the abiUty to be 
employed at somewhat comparable wages is largely rejected as 
inherently unfair. To most Americans, the whol^le, perm^ 
displacement of entire cla^ of experienced workers because of the 
shrinking or elimination of entire ^b clasificatiore or Jndt^ries is ah 
unacceptable outcome of bur economic system— unacceptable, Uiat is, 
unless meaningful mechanisms are available, both public and private^ 
to ensure the restoration of both family welfare and the dignity of work. 

Most Americans are well aware that structural changes zte 
cKTcUrring in our economy in response to grbwmg ihterriatibnaUzaui5n of 
the American economy, technological advances, higher energy' prices, 
and environmenlal pressures; Although these structural changes should 
ultimately increase the productivity, incomes* well-being of the 
economy as a whole, significant burdens are imjxssed on workere who 
lose long-held jobs when plants close, production lines are penhanently 
idled, or individuals are replaced by labor-saving technol^^ Eertainly 
the ciosihg of obsolete plants and the continued adoption of ji.gh; 
technology processes are a necessary par^ of any effort to irapr^-e 
industrial productivity. But if Americans are serious about reviuhzing 
our industrial base to meet current and future eMnbrtlic challenge, we 
heed to be equally vigorous in pursuing Hurhah resource policies that 
ensure that bUr experienced work force has the skills to complement 
this ecbriomic recovery and that it shares in the long-r benefits. 

These requisite human re^urce poljcirs should eikampass public 
and private hiechanisms which go beyond Uhe historical A mer^^^ 
response of cbrhpen^atibn or severance pay. Com pensaUon partially 
addresses the obvious prbblerh of distributiofia! equity, but it is 
inadequRte in several respects. Cbmpensatibn alone is an ineffective 
device with which to marshall cfwperative responses by affected 

workers to government policies lhat^rec/.eh ^bs, such as trade 

liberalization or dcregulaUon. Compchsatibh albne is also a weak tool 
with which to foster consensus building ih the workplace— a process by 
which labor and management jointly recbghire ahd act upoh their 
mutual ihterests in improving the competitiveness of the ehterpHse. 
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Cumf)ensation is ultimately not enough, because for rriahy^w^ it 
fails to ensure cuhtinUed employment or even employability, ui 
satisfactory wages. Arid employment security i5 essential for restoring 
individual and farriily welfare. 

Enhancing emplbyment security for workers threatened by job 
dbplacement U a responsibility shared by business, labor, education, 
and government So single segment of society cari or should be 
exclusively charged with this critical task. Neither should ariy segment 
of society be absolved of responsibility. 

This r^atibri has experienced permanent sectoral and regional 

declirie> iri the past that have generated large-scale labor 

displacements. Familiar examples are the virtual disappearance, of the 
textile and footwear iridustries in New England and tlie dramatic and 
endurinjr. long-term decline iri agricultural labor, these exOTiples^ 
c-oupled with the historical abserice of any sustained, pcsitive public 

adjustment policies, may serve as berichmarks against which 

Americans are expected to judge the severity of currerit structural 
changes and the appropriateness of gbverhrnerit iriten-ention. This 
argument, however, implies that these previous structural changes 
were accommodated efficiently, without government assistance. 

this is hardly the case. Bluestone and Harrison (1982 J recently 
documented the all-tdo-frequent incidence of dowward mbbility a^ 
New England textile arid footwear workers. Hathaway and Perkins 
(1968) examined Social Security work history files and concluded that 
**the massive reduction in the agricultural labor forces that^we observe 
is a process of trial and error, arid the ef irors have been very cost^l>* to 
hundreds of thousands of people iridividually and to society at large" (p. 
352). Spf-ciflcally. thejr ana[ysis reveals that riearly dne^half of the 
persons changing from farm to nonfarm erriployrrierit iri a given year 
sustairied a subsequent loss in earnings, despite the low-wages tj-pically 
associated with farm work. Th[s was especially true for farm workers 
over forty-fbUr years of age and for blacks^ High rate&bf return 
moypmerit to farming were also evident, particularlj for older workers 
and blacks. 

In fact, the gross flows iritd and out of farming reveal the Wal-^^^ 
error nature of the adjustrrierit process. On the average^ 14 percent of 
the farm work force chariRad to exclusively nonfarm emploj^ent es^h 
year between li)57 and 19«0; but for >very ten farm workers who 
obtained nonfarm emp;<^ment. niite 5'Kllv»duals took up farming— the 
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^reat majority of whom were former farm worker^. The rationale for 
this hijirh decree of mobility into an inBtisti^ widely known to^e in 
permanent decline is demonstrated to be largely one of economic 
necessity. Those who returned to farm work had both lower rates of pay 
and inbre unemployment in their nonfarm employment than former 
farm vvbrkers who remrined in nonfarm jobs, and those who returned 
to a)?-riculture experienced immediate increases in eartiingrs. 

The picture drawn b>* these and other studies hardly suggests 
optimal labor market efficiency. Oh the contrary, the historical record, 
the earhings-I^s literature, ihd the distributional equity prihcij3le 
clearly justify a potential role for gdverhmeht in the adjustment 
process. The imfwrtant public policy qtt«»stion is, can we develop 
effective programs that improve the performance of the market? 

This chapter fouses primarily on the adjustment assistance role of 
the private sector, both labor and management This workplace 
j)erspective derives frbni three impressions. First, many involuntary 
and permahent separations frbni employers could (and should) be 
prevented if the distirictibri between job displacement and emplpymetit 
displacerheht were appreciated. Second, many have focused recent 
attention oh the most severe and tragii mahifestatioh of structural 
change — plant closings and mass layoffs: yet individual layoffs that 
constitute permanent employmentjiisp^ 

invisibly (S'ationaJ Council on Employment Policy 19^). Internal labor 
market mechanisms are probably best suited to d^ initially wi^ ^ese 
situations. Such adjustment mechanisms traditionaUy incl tide seniority 
ladders, job restructuring, transfer rights, retraining, dow;ngrading 
(with br without bridge pa>7nents), phas»d retirement, arid early 
retirement. Third, nibre attentibn should be given tc actual and 
potential adjustment mechanisms that the wo rkplace affords, so that 
public sector responses are designed to complement and expand bn 
private actiot^j. rather than substitute for therh. 

liefore discussing workplace adjustment mechanisms, however, it 
will be useful to define some terms, explore a number of related 
implications, and briefly review the empirical literittire oh plant 
closings and earnings losses, 

DEFINITIONS AND SOME IMPLICATIONS 

[luring the late 1950s and the 1960s, several labor market analysts 
were concerned that techriblbgical change wbUld displace large 
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nanil>ers of v^i*rkitTs u ho. beratrse of changinj? job requirements, woald 
nut U- roaiiily :ihM>rhtil in new employment. The auton*ation and 
i-yi>ernetic> ixrar^ was one >timuiu> of proposals for a guaranteed 
income tTheobald l^^k^} and was the pHncipal. initia! focus of the 
ManjHj'A or Deveiopiilent and Training Act of 1962. The worst fears 
wore never realiztHj. By the end of the decade, the uhemplmmeht rate 
had l>evh rtRlucetJ to its lowest level in sixteen year^— a rate unmatched 
since. 

In rt-viewinfT the debate of that ptTiod. Efcerihg'er and Piore (1971) 
attribute part of the error to "a confasion between the rate of 
tcH-hnoiogical change and job displacement on the one hand, with the 
rate of employment displacement on tiie other" (p- 193K* t^mpitnjwrnt 
t1isp!nrrrtr« Yff accords with a definition of a displaced worker an 
individual involuntarily separated from an employer because the job 
has lyei^n eliminated. These workers comprise the population at risk. 
tf !spU!rr/h« Nf refers to the elimihatibri of a particular job. independent 
of whether the individual Vvorker is ultimately separated frbrri the firm 
jstv Hunt and Hunt 1983K This distihctiori is irripbrtaht to 
understand in>r Hovv traditibhal fears bf labor-saving autbrhatioh are 
heij^htehed duriii'jr downturns in economic activity. 

Job displacement is an mtemai labor market concept Jobs are 
eliminated either when production techniques change or when entire 
production processes are abolished. When the former bccurs, workers 
displaced from jobs are ensured continued empjojTnent with the firm 
only to the degree thatjLhere exist vacancies created by attritidri or 
expanded prbdcctibn.** During a recession, given rates of techhblbgical 
change and job displacement result in a higher rate bf perthaheht 
displacerheht from the firm, because (U vacancies within the firm are 
lower than norrhal and (2) employer resources iviilable for retraining 
and otherwise facilitating retemtioh are limitef?. 

The job displacement rate itself is likely to increase during a 
riH'ession. even if the rate of technological change remains constant, 
because of accelerau?d disinvestment in obsolete equipment, production 
lines, and entire plants. When production lines or plants are 



•I haw rrnHlifu^i I)<x>r(nK'«^r and Piore's in>7 1 ii analysis. w>mpwhat. 

••Vacancies alone do not ensure retention. The prcfer^ncei or tastes of the empk^r'^r for 
retai h i nj? e X po r iehced u or tie rs a re ilsb a '*ctq r. Some emplbyeri ex h ib[l more lo^Ity 
tov ard their existinjr work force than do others. The existence and terms of cojjective 
barjrairJiJhir ii<rreerneht» klmo influence ernpJoyer preferences in this area. 
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permanently ch*s<*ti joh (JispiaciM, and empio> ment displacerne 
ar^ obviously simuitaheous. In aUciion, recessiors not onlyjncrease the 
rate of permanent empIoyrTient dispiacement. they also a^^vate the 
impact by makinjr it veK* difficult Tor those displaced to find new jobs 
with new employers. 

Two implications emerge from this brief analysis. First, although it 
is not yet clear whether the rate of techhbl<^cal change has increased, 
the amount of permanent employment displacemeht attributabie to 
bni,^)inir technological ad\-ances probably has ihcreased during^he 
recent recession. Recessions normally do weaken the effectiveness of 
workplace adjustment mechanisms, but the severity and lenj^ of the 
recent downturn virtually eliminated their usefulness 

Second, the weakeriinif of workplace adjustment mechamsms 

durlnjr ^ece^sioh^^. in cbhjurictibn with recession-induced disinvestment, 
further [>lurs the distinction fciNetweeri cyclical and structural 
unemployment: Reces.^ion& quicken the pace of disinvestment in obsolete 
plant and equipment— the labor destruction pha.* of the capital 
investment pnxess. Many workers who whbuld bedjsplaced gradually 
land less visibly) over time in the absence of the recession are suddenly 
and permairently laid off. 

From this di.scussibn it may be seen that the recent receiiaibh. 
augmented by relatively sudden surges in import competition, have 
concentrated in time, as well as geography, a large stock of workers^ 
permanently displaced from former employers. As a lower bound, this 
popalation-at-risk numbers aljeast two hundred fifteen thousand— the 
job losses that resulted from the mbre than s^:£ hur^dreii plant closings 
recorded in 198*3 (Bureau of Natibrial Affairs 1983). 

The upr)er bound i? much moro difficult to identify. Jobs are 
eUminated bi^eause of perm^heht reductions in demand for either the 
gbbd.s and s^ervices workers produce or the skills they possess. This 
suggests a declining industry and declining occupation proxy. 
According to a Congressional Budget Office (GBO 1982) estimate, 
between 1.6 and 1.9 millkin pf?rs«3n« were job laiersLirom decljriirig 
industries or declining bccupaiitms in early im* This constitutes 
afeut 15 percent of current unemployment Yet a Broader defihjtioh 
includes all job losers hbt awaiting recall. During a high-employme^ 
^'ear >^"^H asJ978, this defihitibh constitutes about 30 percent of the 

•fhiA ^stiruial? is_ toH oh middle hiRh trend jrir^wth rito, and Msumcft l^it tw<>. 
third-* of thf>He from dot'lininir <KTt'^*y.K)h» are but«i(So of declihinj indoatrie». 
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Uilu-mpiuyHi { \o }>tTi t-nr ilunnp: 1^82) (Council of Economic Advisors 
l^JSlU. Thi> tiffanuion i> particulaHy unsati>faclor\': however. l>ecause it 
siir:>Ltl> ho ihforrriatiun rej^ardin^' 'he >tmu< of ihf vacated job?; 

If the ( HO proxy '\> accepteil in enumerating the size of xhe 
dj>jilac-t*tJ worker jR>pUlatiori-ut-ri^k. it ^hould al>o lie recoj^nized that 
Tint all displaci**! woflcers are equaUy at ri>k. Sorme displaced workers 
exp^t-rienee litiit- tiifficulty in obtajninK new employment at comf:^rabie 
wajres. The CBO. for example, identifies dniy about two hundred fiftj^ 
tht)usand pt:-r?</ns who are j<ft) losers from 23t dech'hinj? ihdUstrv^ or 
occtHJation ^n/t] who are uhersnpioyed for more than twenty -six weeks. 
ThL^ count, however, omits early withdrawals from the labor rnarket, as 
Wfli a> tho>e who have found work, r'naylie part-time, at considerably 
reduci'ii wa>res and skill levels— the underemployed- In addition, the 
twi-niy-six week -standard is arbitrarv^ A fifteen-week standard:, for 
exuftiplf. wt)U!d increase the estimate by 8<J percent or more; 

A hurnlHT of findinfTs (reviewed next! cuRprest a hif?h incidence of 
early labor foree withdrawal arid part-time work foHowinfr a plant 
f\'Io>inK'. (Jiveh the>e fihdirij^s, arid a less stringent standard to define 
W»np-term uherhployrhent. it seems likely that between five hundred 
thousand and >eveh hundred fifty thousand workers have riot only been 
displacwJ frt>m old jobs that have ceased to exist, but have also riot been 
efficiently absorlKni in hew employment. Clearly, more careful work ss 
nivdi^ to quantify the scope of the problem. 

It is als<J clear that df^spite the uncertainty rej^rdmR the scope of 
the_pf(>blem. the number of displaced workers experiencing acyustment 
difficulties is dvvarfed by the lonprstandinj? problem of disadvantaged 
vvorkers—disadvaritaRed youth, female heads of families, and working 
jKKjr adults in I6w-vva);e. hij?h-tUrribver jobs. The nation's commitmeitt 
to the empjoyh.erit arid trajriirij? rieeds of the disadvantaictd should be 
uhfailinjr Unfortunately, there seerris to be ari dfteri implicit resentment 
iiirected towanl the displace! worker issue by sbriie who advocate for 
the (iisadvanla>?c*<l: It is im|)ortaht to recc^riize that the prbblerris of the 
two jrroups art* related: 

First, plant clasinjjrs and other job Jlisplacernchts elirhihate future 
job ojH'nirij^s crt^aUMi by attrition or turnover that could h^v;e been filled 
by rievv eriirarits. Displaced workers themselves recogiiize this. 
I)isp]act»<i autbvvorkers in Detroit and displaceti coal miners jn West 
Virif iriia express ari overridiri? concern for the job opportunities that 
will Ik* unavaihil)le for ybUrif? j)ebple in the future— generally the low 
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skilli^. St^cohd. to ihv exu*f;i that employers are ab|earrf willing to 
retain and retrain ex|)erienced workc-rs displaced from jobs_elsev\'here 

in tHr.' nrm, N-acancie^ '.n a firm are dr.'nied to new iabor market 

ei.tranb^. Third, di^j^laced workers who have limited marketable skills 
will uhiraately c<»mpei:ie with the disadv-aritaged for low-skilled jobs, 
bastly, low-skilled, ofwh uriibhized maniifactUrini: jobs have meant the 
difference between poverty and ectxibmic pi^perity for millions of 
workers with limited education and training: J Drueker 1983). In ordf 

seek out comprehensive and comp!emehtar>- human resources policies 



THE EVIDEXtE ON EARNINGS bBSSES 
AND OTHER ABJLStMENt PROBLEMS 

That i)ermaheht job layoffs also provoke severe nonfinancial 
hard^i^ip^ for many workers and their families is be>x)nd question. 
Displaced workers who manage to mairitaih their incomes an the face of 
unemployment do so. in rhamy cases, by making ver>' difficult 
adjustments in family life biyles. As unemploj'mehtis prolonged, 
however, resources oten become severely di?pleted. This economic 
deprivation, whether relative or absolute, Iwas been found in several 
studies u> be linked to social Und psychological indicators of patholojo'. 

Ck)rdU.s, Jarley, and Ferman (1981) present an excelle^/t^^^^^^ of 
past studie.s that address the effects of job displacement m mental 
health. They find that the negative physical and mental mc^lth 
outcomes U) l>e expected from plant closings, as distinct Ifrom 
unemployment in the broader sense, ane not quite so sevu^re as may be 
susjK^cted; The authors conclude with this important obsoirmion: 

The irony which emerges from the study blf the mental health of 
displaci*d workers is that, for a time at least, their forrher stable 
work historic^, their community^attachmeht, and their farnijy ^ 
.stability, prtjvide some safeguard against the early onset of serious 
difficulties. Vet these very same factors are th<^^ 
impefle their successful search for new employment w'hi^^^^ 

ultirnaUMy, will provide the only secure safeguard against the 

negative bUtcbmt*s which have been demonstrated to be consequent 
u\yoh uherhplbymerit. (p, iBS) 

New employrheht, hbweyer, is bften difficult to obtain, esperially 
for older workers, the unskilled, those with less education, and those 
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w ith mure seniority (Jenkins and Mbhtrr-aniijeUe 1979).* Early labor- 
force withdrawal is all too frequently the mecharism by which workers 
adjust to permanent dislocation- Females, mincurities, and older workers 
exit the labor force foHowing^ displacement far more frequently than do 
prirne-ajT?^ whin* males: In a study of forty-jive plant c)osing:>, Holen: 
Jehn, and Frust 1 1981 \ found that 21 percent of females andtMr ape forty 
and 29 percent of those over forty haii zero eaming^s in the calendar 
year following shutdown. The comparabie fibres for males were 5 
percent and 19 percent, respectively. Part-time employment also 
increased substantially in the year following shutdown arribnj? both 
males arid females over forty. Another multiihdustry plant cteinj? 
study (Jacobsoh and Thomason 1979 jmeasu red labor force withdrawals 
ran^infr from 17 to :S percent for prime-age n\ales. from 28 to 42 
percent for prime-a^e females, and more than 50 percent in fver>* 
industry for workers over fifty-three years old: 

Of course, many worken; do adjust to diplacement by findinf? 
jobs with new employers. Even Sen, however, many workers \oise 
compensation when measured against what would have been earned 
had there been no displacement. Such "earnings loss" studies haN-e been 
hurrierotus. especially in the case of plant closings (see Holen 1976>. 
Although the studies are numerous, important consistencies emerge 
from the findings. Mc^t importantly, older workers are found to 
experience larger earnings losses than younger wci)rkers. Losses, as 
might be expected, are higher where jKib bppbrtuhities are lirhjted, in 
smaller l^bor markets, and when uhemplbymeht rates are high 
(Jacobson and Thomason 1979; Jenkins and Mohtrriarquette 1979). 

Earnings losses also var\- sabstantialjy by mdastry (Holen 1976). 
Losses are greater in high-paying anioni^ industries: In autos and 
industrial chemicals, for example, earnings liases average above 20 
percent in each of the first two years following layoff. For industrial 
cherhical workers, substantial losses persist after four years. For 
autbwbrkers. the bid earnings path is retrained, on average, in four to 
five years. For rhale textile workers, on the other hand, earnings looses 
average 14 j)ercent in the first year after layoff, arid are eliminated by 
the third year. For frrnale textile wbrkers the Ibsses are larger and 
misrv enduring: 

The question that these plant cjovsiag studies address is: What zre 
the earnings losses of displaced workers when compared to workers 
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who are not laid off! Another relevant questibh to ask is: How do 
perman^^ntiy displaced workers fare when compared lb the j:eneral 
population of unemployed per^ns? 0n this question, ihe research is not 
eihauitive, but the available evidence is consistent with the findings of 
the studies Just cited. 

The 1979 Slathematica study (Corson et al: 1979> of the Trade 
Adjustment Assistance ITAA) program has found tihat TAA recip 
who were not recalled by their fbfmer employers experienced longer 

initial spells of uhempibyment than did similar recipietm of 

Unemployment Insurance (UU. R^ressioh results aL« ^MS^esl that 
TAA recipients who were hot recalled and who changed employers had 
earnings in their new jobs that were 18 percent lower than were ih^ 
of similar UI recipients; 

In another study, Crosslin, Reed, and Wahdner (ISSU analyzed 
data on UI claimants in Pennsylvania froni_i%9^^ 1979. Wbrkers were 
classified as disi)laced if both their p^tttrniiriation employer a^^^ 
industrv- were different from Jie job held prior to laj^ff. Given this 
definition of permanent displacement, the findings show that^e 
duration of compensated uhemplbynlent lasts fi%e weeks longer for 
displaced workers than for other, similar claimants, a?id earnings k*s^ 
are significantly greater for displaced claimants. More importantly, the 
longitudinnit nature of the data permit th measurement of the im^ct 
of displacement over time for different cohbrts of workers. The results 
suggest that earnings losses (measured in cohsUht dbllafs) for displa^ 
workers have increased significantly since the 1974-1975 recession. 

Oru* study deserves mention because fits findings contradict earlier 
work. Cra>slih. Hanha. and Stevens (1983V utiUze longitudinal UI daU 
from Missouri and Ke\^da to determine whether termination from a 
locally declinifsg industry is a practical identifier of displaced workers. 
The study reveals that termihees from irriustries experiencing large 
employment declines (more than 5 percent) received quarterly wages 
upon reemploymhet that were five hundred to one thousand doHars less 
than those claimants from homf^lihihg industries, Furltermore, 
terminees from industries experiencing large employme^^ declines m 
Missouri were unemployed at least three weeks Ibhger than wer* these 
from nondeclining industries. This appe^^ 

\ VMi) work, which uses nationaj industry emplbymeht trends. Berulkk 
reports hb significant correlation^tween layoff from a hatibhally 
declining industry and reemployment success. Crosslin, Hanha, and 
Stevens (1983) also note that workenLOver age forty-four and those with 
less educatibh have lower pcwt-UI earnings, 
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the CnJrisiin. Hanna, and Stevens study UbidJ is also irnportant for 
another reas<»h. From several years of plant dosing reseaicK. it is clear 
thai all displaced worker^; are not equally at risk of exp-eriehcing severe 
adjustment problems. However public resDurc^ avai&ble for 
employment and training ser\ ice< are scarce. The study deyeioj^ 
adminis^tratively feasible techniqiUL*s for identifying those disptaced 
workers mof»t in n^ of adjustment assistance- the Job Training 
Partnership ActjJTPAj, as interpreted by the implementing 
regulations, clearly places the idehtificatioh res{»hsibillt\^ sqtiarely on 

aymiU^r^i of v^aT^ ^vernments. Ne\ ada Is to Ue cbmni?nded for 
sponsirring careful (though prelimihar>'> work in this vital ar^a. 

PRiVATE ROLES and PUBLie RESPONSIBILITIES 

Certainly, state governments are rs>t solely respor^ible for 
addres^sing the displaced worker prctolem. No sins[\e level of 

government, hor any single segment of soctety. is exclusiveiy 

responsible for achieving the hatibh s human resource objectives in this 
area. In fact, the private sector is uniquely situated as a first tine of 
defensie to enhance the employment security of the experienced 
American work force: 

Plant closings and permanent mass layoffs r^pr^nt the nSKt 
severe arid costly manifestation of structural chaise. Such displaced 
workers cbristitute an obvious target of concern and are. appropriately, 
the primary focus of Title III of the JtPA. Vet indmdual. penriMent 
layoffs of experienced workers occur consUntly and less visibly^ To the 
extent that these laj-bffs derive irom the eUmination of particular iol)^ 
they also constitute emplo> merit displacement. It is in this area that the 
private sector— both labor and managemerit workinjr together— is best 
suited tu minimise employment dispUtcemerits. 

FoT decades, the technological superiority of American iruiustries, 
the educational attainment of the American work force, and the 
availability of large and extending markets ha ve acted as a ihield 
behirid which employment security cou|d be prwided it relatively high 
wages. But techriologj- and caplul are readjjy transferable 
ihterhatibrially now, and our own national rate of growth in 
productivity has lagged iri recent years behind that of most of our 
trading partners. Add to this the t^ni and rapid apprwiatior in the 
value of the dollar, and the result is that large sector* of the American 
manufacturing base face ihfcerise iriternational competition. In fact the 
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American manufarturinR trade b^alance sfiowed a deficit in 1982. the 
first such deficit since 1978. 

In order to match foreigti competition, threatened manuffflcturing 
hrms u Ul probably have to rely .^till more heavily on automated 
industrial et|uipment. In addition, the way in which American firms 
org^ahize prtkiucUbn may have fco be radically altejxd (Reich 1983). 
Slass prqduirtioh indu^lries may be required to adcpw just-ih-time 
prbductibh techaiques or even shift to batch prbdiiciidh prb<^ses. 

If these or similar changes seem nec^aj^ arid obvious, then it 
should also be clear that sijch change threaten to cause substantial job 
displacement. To be sure* more jobs wiii ultirnately be iost in Jinns that 
do not vigorously pursue te^hnolqarical change than in those that do. In 
eithiT case, houever. the issue of job displacement remaiis, 

Fbrtuhately. there appears to be a growing i^alizatidr; by labor aild 
business (Lbveil ld82a; Nlills 19^1 that they hav-e a mutual interest in 
improv ihg the cbmpetitivehess of the firm and in enhancing 
emp!uyh\ent security. In many firrhs and in some industries, one or 
both partitas recf^ize that cooperative strategic plauinirig can rnihimize 
ti\e disruptive effects on emplo>*ees^'itbout unduly dela>ing 
productivity-enhancing improvernents. The princijple underlying such 
efforts iiji simple: // w^jHtrrs are ?»*r»rr in their empio^meni and more 
fnilf^ iwrt^rvd iyt tire yAaviwiwg and rf?r?*/<?» proce^ they wiii be mart 
jfjtjriiitt ivt iiccrptifiO rrquinHe ehange* to impmtse com pet iii renew* 

On brie level, these efforts entail quality circles arid employee 
irivblvemerit prtigrams. On a Second level, there is uriiori sharirig iri the 
strategic planning process, particularly regarding human fesbiirce 
issues. Lastly, there is the strictly European policy of codeterrhihaUbri, 
The second level of cooperation seems to be meet feasible and rrjbst 
promising as a vehicle for enhancing both productivity arid erhplcqrmerit 
security. 

Of course, difficult trade-ojffs are invojved. Employers will not 
re!iri<juis5h traditional management preroi?mtives unlets (Ij 
cbmiierisatibn ."^hemes ei^^ wage gains to approximate increases in 
productivity; (2) outdated arid hestf ictiv^ work rujes designed solely to 
prbUyct reduridarit jobs arc eliminated {Wills 1983); and (3) cumbersome 
and experi.sive grievarice procedures are revamped while the legitimate 
interests of workers coritihue to be protected. T^^se and other issues are 
impoirtaht iterhs bri mariagerheriVs bafgiining agenda. 
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The tniditioriul ol>jectives of trade unions, on the other hand, have 
been to protect job security, to irriprbve the conditions of work, and t» 
negotiate collectively for a laiy r share of the rewards from production. 
Trade unions have no intentio )f discarding these objectives, nor 
.should ihey: Neither should thc>;be expected to dispense totally vvith 
the adversary relationship with management Bather, some unions, 
such as the United Auto Workers (UAW) and the Gommumcatioris 
Workers of America (CWAK now recognize that jointly admiiiiste 
programs for retraining and human resource development are better 
guarantors of ernplbyment security than are rigid work rules: 

An extrabrdihai^vreix)rt issued by the CWA's Comrnittee on the 
Future explicitly emphasizes that the concept of employment security 
should replace job security (Cbmmumcatibhs Workers bf America 
1983). To achieve this objectJve,-the CWA reached a landmark 
agreement with die American Telephone and Telegraph Cbmpany 
(AT&T). UndtT the settlement, AT&T w-ill fund' tw 
prbgrams, career development training and job displacement trainings 
with jbinl union and management training advisoiy boards establish^ 
to evaluate and over.*e these efforts. Employee participation is 
voluntab' and oh the employees own time. The agreement also sets up 
several iiicbrrie rhaihtenahce bptibris for workers who face reassignment 
or layoff because bf technblbgical change. Further, the parties have a 
common interest forum that meets regularly between negotiating 
periods. The purpose of the forum is to review innbvative approaches to 
enhance company competitiveness and to iniprbve employment security. 
These and other provisions of the agreement are designed to enhance 
the flexibiliity of workers in an industry that may require constant 
retraining as technnlogies change: 

the UAW and Ford Motor Company have also negotiated a joint 
Emplojee Develgprrienl and Training Program. The purposes of the 
program are as follbvvs; 

• To arrange for career cburiseling. retraining, job search 
training, and placement assistance for laid-bff employees 

• To assist m designing and obtaining apprb^^ 

counseling, training, retraining, and persbhal develbprrierit for 
active employees 

• to support local and national tJAW-Ford employee involvement 
efforts and other joint activities 
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• To provide opfwrtamties for the exchange of ideas arid 

iriridvations with respect to employee^evelbpment and training: 
needs (UAW-Ford National Development and Training Center 
1983, pp. 1-2) 

The program is cbbrdiriated by the UAW-Ford National 
Development and Training Ceriter,_ under the direction of a joint 
governing body. Ford cbritributes five cerits per hour worked to fund 
the program and the center. Unions have reached srmijar agreements 
with General Motors (Hunt and Hunt 1983) arid with Iriterriatiorial 
Harvester. 

The Iriterriational Association of Machinists and the Boeijig 
Aircraft Corporation have also agreed to establish a joint tm 
advisory committee to consider the impact of new technology oh the 
workplace. The committee will (1) identify areas of skjlls ta be requi^ 
by the company in the future; (2) deveilop courses to provide the skills: 
cij develop basic skill coUrses that will be prerequisites for addi^onal 
training; (4) develop criteria for selecting candidates for training, 
giving priority to laid-offerriplbyees during recall; {5) set up criteria to 
determine successful completmn of the courses; and (6) develop a system 
to refer employees between primary locatibris. The program will be 
fUrided by the company. 

Of rbUrse, employers in a number of nonunion fim the 
value of efMproymerit security in fostering flexibUjt,v among tft'^ir 
employees. Since 1970, more than seventeen thous^s^d IBM employees, 
for example, have transferred to riew job responsibilities. Gf these, over 
seven thousand were retrairied (Jacdbsbri 1980). Obviously. IBM's 
healthy and stable grbwtti patii over the past two decades facilitates 
sitch efforts. Nonetheless, the company's cdmmitTnent to the needs of its 
employees is slso apparent. 

Despite these Impre^lve yet sporadic beginnings* plarit^ will 
cbritiriue to close, and Individual job displaceThents will coritinUe to 
result iri permanent layoffs, especially in slow-growing or declining 
firms, where vacancies are limited. Even in^tfiese iia&tarjkces. However, it 
is now clear that the private sector can do more tSaj^^ it fias in th^^ 
Adequate advance riotice of a mass layoff or sftuSownJs a^re^^^ 
absolutely necessary, though not sufficient, condition |oe Jmjpleiw^^^ 
effective adjustment strategics, this will contfe^?« to an [mportant 
bargaining and legislative issUe, arid one in which labw and responssbfe 
employers will ultimately prevail. , 
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(liven oarly vvarnin>f, wjrne ernpldyers and unions have been able to 
im plomorit elal>()raUv retrairiiri)^. outplacement, and relocation services. 
Such was the case with the Armour shutdbwhs in the early 1960s arid, 
more recently, with lf)]e Brown and Williamson Tobacco Company in 
Ix)uisville. More typically, employers_can provide Qutplacemerit services 
and career continuation counseling. The well-publicized Canadian 
Mun|H)wer Consultative Service assists in the formation of employer- 
employee committees that provide outplacement services; McKersie and 
McKersie (1982) have documented these and other instances of "best 
practice." 

When these private efforts are exhausted, the responsibility for 
addressiri>r the displaced worker problem shifts to the public sector. 
The federal >rbverhrnerit_funds_arid the states adrtiiriister a dislocated 
worker program under Title III of the JTPA. The prbjfram is desiRried 
to provide job search, ebuhselihjf, retraining, and relbcatibri assistance 
to elijrible individuals. Eligibility is broadly defined to include (U those 
on layoff with little chance of reemployment in their old industry or 
occupation: (2) plant-closing victims; and (3) the long-term unemployed- 
especially older workers. The U.S. Gongre^ appropriated $116 miUion 
for the program in fiscal year 1983. and the Reaj^n administration has 
requested $240 million for 1984. The latter amount, along with state 
matching funds, is iriterided to serve about one hundred thousand 
individuals during the year. 

The program has started slnuwly, with a minimum of techriical 
assistance and guidance provided by the U.S. Department bf Labor. 
Whether the program will succeed is much too early to tell. _ 
Nonetheless. Gongress sened this natjon well in instituting a formal 
structure for retraining djsplaced %vorkers^ As is ibs ease with the 
private initiatives outlined earlier, however, Jiie JTPA displaced. worker 
program is only a beginning. The fuU implementstion of the JTPA will 
riot— arid should not— close out the continaing search for more effective 
public and private responses to the diplaced worker problem. To tfiat 
end, the follbvvirig policy issues are raised.' 

• This chapter argUes that traditibrial workplace adjustment 
mechariisrris can be modified arid augmerited in waj'S that 
sirhultariebusly enhance erriplbj^rrierit security arid contribute to 



31 



42 



productivity fcrowth * Specificaiiy. these ihcjude cooperative 
human resource planning between labor and management to 
retrain and retain those displaced from particular jobs. 



How valid is this proposition, however, and how applicable is it 
across firms and industries? Can workplace niechahisras be 
enhanced enough to reduce significantly tiie number of 

permanent displacements from employers? Could tte ^ 

government foster such apprd«hes to managing technological 
change by adopting, for example, the Canadian Manpower 
Consultative Service model?** Bluestbhe and Harrison (1982) 
refer to this as an industrial oxtehsidn service. 

Because mosUraihihg and retraihini? in this country is provided 
within the firm, and because ecohbmic theory Suggest? that 
industry may underinvest i^n such training, it is^temptihg to 
explore governmjent tax incentives as a mechanism for 
promoting greater investment in training. 

Can i^rctirv lax incentive schemes be devised, however, give 
our considerable ignorance coincerning the amount, distt-ibution, 
and responsiveness of existing wtiJrkplace training? Should such 
schemes be tied to riev* physical capital investments or b^ more 
generally applicalnle? 

The federal-state Unemployment Insurance system is this 
nation's primary income support rhechahism for unemployed, 
experienced workers. Cwi and should the UI system be modified 
or enhanced to provide meaningful positiv^^ 
assistance to permanently displaced workers? Can this be 
achieved without violating the integrity of the system? Can this 
be achieved without adding significanUy to the growing burden 
of pa>Toll taxes^a tax on the employment of labor? 



•Accordinir to Ree* ^^973. p. 137). "Union resistahce to]ato'-»aving technical ch«nre 
within aK ihduito^ in oPlwi be modefttedby cai^fal management Sch^ which will 
minitniie its effect in creatirir unempfoymenL^ln addition,^^^ 
-these iniwative (bargaining:) aj>prw>^ each diffwent. bring mana«emenl and labor 

into the fcind of partnership o£ common need that potential^ serves tSie g^^ 

prodQctivity improvement and those of incr^Bing the worter's cowtribation toward his 
<m h job security," 

••Rcmghlly half of the ^t^*c«^ju:tiyiti«^ coUihorttien between ^"wkers and 

employers on workptace changes required to iaW strti«iittf f^ro or 
expansion and mbd^-nixatkih (see HcKmie md McKersie 40-41). 
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Educatibh policy is a pcipular topic of recent debate. Much 
discussion revolves arbumd such issues as merit pay ahd 
increased emphasis on tnath and science teaching. 0ther issues 
are obviouslj'^ important as well, especially with retard to 
displaced workers. 

Should high schools and vocational education institutions teach 
Job search and interviewing techniques as a regular part of the 
civics curricuium? How best may educational institutions be 
utilized in providing remedial adult cKjucation^especially In 
reading and math— to the many active and displaced workers in 
heed of such assistance? Lastly, how can schools enhance the 
versatility of buir entering work force, so that future career 
changes are more easily acedmmodated? 



A FINAL NOTE 

It is obvious that unless and until our nation gets its 
macrdecohomic house in order, these and other adjustment mechanisms 
will only serve to reshuffle the Unemployment queue. Stable, sustained 
ecbhornic growth at reasonable interest rates arid exchange rates is a 
prerequisite for successfully addressing the problem of displaced 
workers. 
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NANCY GORDON 



Job Dwpla^ement and 
Employment Security: 
Seaetof Comments* 



UhalHe's ckapWr pre^nts an excellent crverview of what is known 
about displaced workers Consequently, rejevant cojnniehts focus on the 
policy issues the chapter raises, which include the following: 

• Ho^' many displaced workers are there? 

• What are their characteristics? 

• What are possible policy goals in this ar ' 

• How couid displaced workers be helped: 

• What might the federai role be? 



THE NUMBER OF DISPLACED WORKERS 

In order to answer the qQestibn. **H6w many dssplitced^wbrke^^ 

there?** it is nece^iy to define jffie tenn^djsplaced.** There seems to be 
genera! agreement that displaced workers are those whose Jobs no 
longer exist because of structural change in the economy^ 
have substantial problems in becoming reemployed. Specific ways of 

*Pd«nta «f view or^c^uslon* itsted in this^inper are the aothor'i awn ftnd do not refiett the 

views of the Conirre^ioniLl Bxuig^t OiTice. 
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trahslatinjr thoiio ideas into the number of "displaced" workers. _ 
however, leads to a wid<.» ratwe of estimates, from millions (which_is 
probably a considerable overestimate) to a hundred thousand (which 
seems low). In fact, the range suKRested in the chapter-between five^ 
hundred thousand and seven hundred fifty thousand— is almost exactly 
the same as the most recent estimates developed by the Congressional 
Budget Office (CBO). 

there are several reasons for the wide range of the^ estimates. 
First, available data do not address why^a, job has beenJostJe.g., 
becaiise of a mass employment cut, a temporary reduction in 
production, or poor job performance by the employee), nor do they 
measure the difficulty of finding a new job. Hence^proxies must be 
used^and opjniohs differ about which proxies are best Possible proxies 
for identifying which jobs have^rmaneritly disappeared jnclude(l) 

whether or not the ihdustrr is declinirig in size or employment, (2) 

whether or not the number of jobs in an occupation is shrinking, or (3) 
a combination of the two. Pcssible proxies tor measuring a person's 
difficulty in finding a new job include (I) personal characteristics (e.g., 
age, length of unemployment) and (2) whether or riot the geographic 
area's ecbribmy is declining. 

A secorid problem iri estimating the number bfjisplaced workers 
arises from the difficulty of separating cyclical from structural ^ 
unemployment. Of particular iriterest here is the chapter's diseussion of 
the effects of recessioris, which riot drily create cyclical unemployment, 
but also add t« structural uriemplpymerit tecause of their impact on 
slowly declining industries. Such iridustfies, whcse shrinking 
employment might otherwise be haridled by attrUiori, are likely to fai. 
more quickly during economjc slumps. This faster decline may, in turn, 
lead lb an increase in the number of "structurally" uricmpldyed (i.e., 
displaced) workers. 

The chaptei 's Lasic co -clusson— that much more work is needed to 
define and estin ate Iht number of displaced worfcers-is sound md 
deserves clc»e atterittdri. It is difficult for Congress to wrestle With 
decisions about whether to provide assistance for displaced workers, 
particularly if tlaere is strong disagreement about the magnitude of the 
problem. With mor^accurate, reUabie information on die number of 
displaced workers, Gbrigress should be better able to do what it is 
elected to do— namely,^ to make the hard value judgments about 
allocating Hniited public resources. 




tllK ( lj AUA(TKRISTI€S «F DISPLALEU WORKERS 

In lariro part, ihv answor lo the si»cond question, "What are the 
i'harartoristit\s<)f (lispIaOtHl wurkorsf is implied when the Keneral idea 
of "displacvmehl" is translated into s|>ecific numerical estimates: There 
are a number (Uf crucial (|uestions for policymakers cuncerninK these 
characteristics, hovyevcr. which may partially explain thv.- disagrreement 
over the ntimbcr of displaced workers. First, are displaced workers 
concentrated in a few s|)ecific parts of the northeast arid ribrth ceritral 
re^riims. or are there |X)ckets of displaced workers natibriwide? Are mbst 
of them oliler. exjKTienced workers, or are many of them relatively riew 
chlranis to the labor force? Do a high proportion of them lack basic 
readiriK: and mathematical skills, or have they successfully compl^^^^^ 
their educations? Are many of ili\em willinif to relocate to a different 
part of the country, or are they stronRiy tied b their current 
cortimuhilics? 

Without the answers tb these qUestibris, it will be difficult to design 
effective policies to aid displaced wbrkers Urider title III of the Job 
Training Partnership Act for example. FbrtUriately, more irifbrmatibn. 
Irased on a s|K'ciul supplement to the January- 1984 CUrrerit PbpUlatibri 
Survey, should be available in August 1984. 

POSSIBLE POLICY GOALS 

The chi^jUer foc-Uses bri a goal bf "job security." but hov^is that 
really defiric^dT It appears tb mean continuing employment with the 
same firm. espcHMally where the distirictibri between job displacement 
an(l employment displacement is discuss^^ 

empi(rvment with one firm cah be avi'hieved. it is clearly desirable, bsilt 
often that will not be possible. la thc^ cases, the basic goal should be tb 
help displaciHl workers find oth^^r, comparable jobs reasonably soon 
after l)eing laid off. Generally, such a goal should include helping the 
workers find jobs that have similar characteristics (e.g., h«)urs of work, 
wagesj tb their »^revious ones. 

In stHjie cases, hbwever. comparable n^w jobs cannot found- This 
is csptH^ially likely if the wbrkers have been paid more than the 
•-market" wage for their skills. For example, in 1982, steelworkers 
earhetl f>() percent more, arid automobile wbrkers earned 55 percent 
more, than the overall awrage for rriariufacturing iridustrles. In part 
because their industries maintained real wages during iriflatibnarj' 
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peritnis. whereas rrnwt other man ufactu ring industries did not^Uf 

frinsre benefits are includeii. ihv tiifferences are substantially greater) 
MoiYH)ver. ertlpldyees* waRes relative to their productivity often vary 
over their work lives. beinR relatively higher for senior wwkers. 
Theretdre. displaced workers from certain industries, especially ttlany 
older displaced workers, may have to adjust to lower wages and lower 
standards of living in hew jobs. 



spEeiFie opTieNS 

Before turning to particular options for a[ding displaced workers, 
two genenil points should fae made. First, there has been much 
discussion of technological change as a cause of displacement. As the 
chapter aptly points out. however, avoiding technologic J change or 
fol lowing prdtectidriist policies to slow the rate df decline in some 
industries may reSUIt iiri /wo/v jdbs lost in the Ibjig rUri, riot fewer. In 
essi*hce. the b^st way to increase the riUriiber df jobs is to iriipi'dye the 
corripetitivehess df American industries arid to deal with the problerii of 
displacement directly—for example, through aid to the affected 
workers and communities— in order to minimize its impact on them. 

Second, the chapter points out that, in many cases, a combination of 
private and public assistance may be much more effective than a 
gdvernrilerit program aldrie. This observation raises a crucial question, 
hdwever: How much rtldre could firms do to help their displaced 
workers? Firms vary considerably iri how they lULridle cutbacks in 
ernplbj'rrierit. Some give little, if any, advarice riotice df separatidri, no 
job counsel i rig. arid little Job search a^istahce. Althdugh some firms 
could expand this typ^ of activity, could many of them realLstLcally 
retain more workers than they rio^tdo iri periods of decline? There is a 
lack of reliable data on this topic. Firms generally do setrn to try to 
keep workers, even when some netraimngjs ^<H!e^ry, b^t often the 
skiiis of laid-off workers are so different from the skills needed to fill 
any vacancies that retraining is not feasible. 

This observation, if true, suggests that many firms may have Uttle 
room to retrain and keep more of the employees they are laying off. 
Iristead. firms may need to provide HJd by teaching workens jc^ s^rch 
skills and givirig them irifdrmatidri about existing both in the same 
ideality arid iri others. Schdblf riiay be able to help, perhaps by 
prdvidi rig more classes s|>^ifically designed fdr idulta. RemaJial 
classes in basic skills majF 'be especially useful. Oh the other harid, the 
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cfuipir.Ps suRRrstion that job s€»arch skills be tau>?ht to hi^H school 
suniurs should bv i^valuateu nt terms of its abilijy to [mprove the 
effioieney of labor markets in Reneral, rather than on the basis that 
future )i:eneratlons of displaced workers might fart* bet*er. 

In its discussion of Specific options, the chapter gives several 
reasons vvHy income support aldrie is riot erioUgh. arid sUgK^sts that 
Uriemploymeht Insurance (UU benefits could be Used as vouchers to 
encourage employers to hire IbriK-term uhemplb^'ed workers. Although 
this approach may help >>bme uriemplbyed workers to obUiri jobs they 
would not have found otherwise, it would, in essence, reallocate jobs 
rather than Increase employment Having more people uhemplbyed, 
each for a shorter time, would carry some advantages, but if th^ who 
then became unempl'^ved were also eligible for UI, federal costs would 
rise. 

A secorid _sUgge_stiori for aidirig displaced workers Is to provide tax 
incentives to firms for trairiirig, iri order to deal with their tendency to 
provide less than ah optimal ariiourit of trairiirig l>ecause of 
externalities. The incentives could apply to trairiirig of regUlar 
employees as well as of displaced workers. A major difficulty with this 
approach is that most training is already pRivid)^ by firms, so that the 
question becomes one of how to encourage more training without 
subsidizing what firms would provide in any car«.^ne possibility 
would be to provide tax incentives only for training in excess of a past 
year s amount. But even then, since firms appear to be increasing these 
experiUirures over tinle, relatively little new training might be 
stimulated for each dollar of reveriUe loss. 



THE FEDERAL BOLE 

The appropriate federal rol^ih aiding displaced workers depends 
on many factors. Including the magnitude of the problem and the 
approaches that are judged to be most c^t-effecuve, as discussed in 
Uhalde's chapter. But one factor not discussed In the chapter^ is the 
priority placed on this problem as compared with other claims on 
federal ex|)eriditures. 

The lastjfactor is particuiarly iriipdrtarit iri this time of fiscal 
stringency. There is considerable pressure to restrain total federal 
spending because of fear that high deficits iri 1985 arid beyorid may 
weaken the ecbnorhic recbver>- by lead i riff to e\eri higher real iriterest 
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rates than we aiv currently experiencing^ FurlherrrTore^unle^^^^^^^^ 
natiw reablves its macrvwonomic problems, no fKjIicies 
will work, either for displaced or for disadvantaKed workers. in 
essovAce. tfiis means that Cohjrress will have to make nriany difficult 
decisdons about balancing tax increases against spending cats and 
alkicating total spending among competing Uses. 

In such an atmosphere, it seems unlikely that dispiaced worker 
programs will be funded by the federaUbvernthent at levels high 
enough tc> serve all eligible appHcants. Gonsequently. the more aid that 
firms, state and local governments, and cbrhmunity organitatiQns can 
prbvideahe higher the protJortion of displaced workers that will be 
helped. The Job training Pgtrtnsrship Act address this point by 
requiring matching funds from states In fact, one advantage of the 
limited resources available for all employment and training programs 
is that program managers are strongly encouraged to be as efficient as 
passible, for example, by providing the least expensive sei^lces (such an 
job search assistance) first, and reserving more expensive ones (such as 
training) for those who still do hot find jobs. 

In conclusion. Uhalde'L :hapter reviews much of what is already 
known about displaced workers, raises important queMibns. ami makes 
some provocative suggestions about policies to deal with the problem. It 
is ah excellent introduction to this Forum. 
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InAusiHal Bislomtion and Jfe 
ImpiicMions for Publie pBliey 



Despite ah initial surge ecbribmic rfcdveiy and the appearance of 
unemployment rates below the dbuhle^digit level, the American 
economy continues to expNeriehce a thorough aiid rapid industrial 
transformation. It is one in which sectoral and regional dislbcatibris 
pose significant challenges for government iwlicy. DeihdustrializaU^^ 

of a sizable segment of the older mill-bMed and sniokestack ^ 

industries--^ven when set against real jnrowttt in high-tech, wrvice^ 
retail trade employment— is creating substo^ 

that can brily be cured by an overhaul of our economic, educational, and 
training institutions. The nature of this economic challenge and how 
government hiay respond to it is the central focus of this chapter. 

Following consumer (and p)verhmeht jpit)ctii>ement) preferences, 
the unfettered private market ^her^tes sbrhe bf the required signals 
nectary to guide decisjons abotit where ihves^ieht and disihvesUnent 
should take place (i-e , in which industries and in whatjocatibhs). But 
no mechanism is inherent in the private maricet that producesL sufficient 
information aljout the wcially optimal velocity or rate at which that 
inv-estment/disinvestment should occur. Supply and demand can tell u$ 
what direction to take when we are in a condition of dwequiH^^ but 
if does not tell us how fast to gp or prevent m from overshooting^ the 
mark, (la appmriiatioh of Uiis fact, standard textbook supply-and' 
demand diagrams have but two dimehsfens— price and quantity; they 
arc virtually never drawn with a third axis representing time.) 
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As a result of inadequate market sigrnals, private sector 
adjust nients to new ecbripmic cdriditipns are often clurrtisy and co^ly. 
disinvestment is too rapid in particular industries and regrions while 
capita! stampedes chaotically into bthers^ The auto and steel industries 
in communities sucfi as Ybuhgstbwhi Buffalo, and Flint are abahdbhed 
too hastiij% while investment pours into Hbustbh and Miami at a pace 
much too rapid for suece^u! p^eess, milli^M^ of 

are permanently destroyed, with fewof tfie dispte^ed workers being 
-job-ready'' for skilled openings in expanding sectors or regions. The 

uhemployed are forced down the occupational ladder into less 

productive and rewarding jobs. Moreover, in the current industrial 
trahsformatibh, two factors stand out as critical: (ij the overwhelming 
fpeed at which deiiidustrializatibn has been occurring and (2) the 
evolving ••dualisrn'' in the overall industrial structure. The interaction of 
these two has caused catastrophic uhemplb>Tneht and bccupatibhal 
•'skidding;" 

In view of this econom^ide transformation, the goverhrheht must 
develop policies to modify the rate of capital mobjlily and invest in 

physical and human capital w5th the goal of avoiding or at least 

minimizing these social costs. This requires public sector intervention 
on both the labor demand and later supply sides of the market Such 
public ihtervehtibh in the form of specific indu^rial policies, as well as 
education and training prbgrams. is feasible and desirable. 



BEINDUSTRIALIZATION 

Relying on data from Dun & Bradstreet (D&B) oh approximately 5 
m )\ ! ion establ ish ments. Bluestone and Harrisoifi (19^) hav^ calculated 
that over 22 mjllion iobs disappeared between 1969 and M a 
cphsequence of cstablsshment closings and iong-distence relocations. 
The number of jobs lost amounted to ?^ j^rcent of the existing jobs in 
the private nonagricultural sector in 1969. Within the manufacturing 
sector alone, esUiblisHmehts with one hUridfed employees or more had 
only a 76 percent probability of surviving to the year 1976. conditional 
on their operatjo^ in 1969. Thirty percent closed their doors 
permanently or moved elsewhere, Analysis of rhbre recent D&B data by 
the Business Microdata Project at The Brbbfcings Ihstitiitibn indicates 
that, since 1976, the rate of employment Joss due tb plant closings and 
bUtmigrations has actually increased significantly^ Fully one- third of all 
private sector jobs in 1978 had disappeared by 1982 (Harris 1983). 
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Sctirnenner I l^^HI) has demon-slraied a similar phenomenon amon^ 
establishmenLs b\vnt-d_t>y 410 of the largest manufacturing corporations 
in the.L hited States, Between the beginning of the 19705 and 1978, 
thes4 large cdrpbratibhs relocated, sMut down, or divested themselves of 
over 21 percent of the more than 12.(K)0-*: establishments they owned 
ancf oj)erated at the beginning of the period. Of this nurhber, more than 
half were ^^imply jJiiii down or relocated (8.4% and 3,7% respectively) 
ruther than sold to hew owheB. These same corporations opened over 
1.600 new plants and acquired nearly .S,409 during this period, but for 
the nror^i part they were in new industries and different regions, 
providing little employment opportunity for those immediately affected 
by the closings. 

In spite of all this evidence, the claim of deindustrialization has 
come under intense scrutiny. One of the more careful studies in this 
regard. uhdertaReh by Robert Z. l^wrerice (1982), concludes that 
American deindustrialization is a rhyUi. Lawrence notes that aj^regafi' 
manufacturing employrheht levels remained nearly cohstant over the 
aiii^ed period of deindustrialization. 1973-1980, and that, if anything, 
every other industrial couhtn- deihdustrialized faster than the United 
States. Manufacturing establishments employed 26-3 mHlion in the 
United States in 1973 and only slightly less. 20^ mi!iion,j^^^ 
more striking is the evideiice on internationaj trends in employment: 
Lawrence expresses U succinctly: •'The United States increased its 
empteyment in manufacturing >m>r^; rapidiy than any other major 
industrial country including Japan" 1 p. 26) (emphasis added). Indeed, 
the United States was the only OECD country- to have a J^itive^grpwth 
rate in aggregate manufacturing work hours betweetl 1973 and 1980 
(see table 5-1). More rapid growth in productivity in Japan and Europe, 
combined with rejatively slower growth in European output, is 
responsil}ie for what appears to \yc worker deindustrialization 
everywhere hnt in the United Stages, 

TABLE } 



ANNUAL PiRCENTAQ€ CHANCE fN MANUJACTURfNQ 
HOURS ey C(3UNTfSV. 1973-lWO 



U.S. 


♦ .7 


Belgium 


^ 1.8 


^^^^ 


- 3 




- 2 2 




" _,7 


Kieth«rUnd!t 


^ 3,7 


France 


^ 7A 




- 24 


Gtrniiny 


- 2.6 


luly 


- .t 


EngUnd 


- 2.9 







SOURCE. C4pc>tvi«ll« and Alvcrti (1981). 
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indeed. meLther thestf data nor the aggregate trends can be disputed 
«i face \alt^. Bui a fuhdamestal problem exists witfi thisapproach 
From a social efficieiKy or social cost perspective. Ae aflsfrvgai* trend 
in employment is inadequate to prove or disprove anything about 
deindiBtrialization jf interiodustry and interregional woAer m^i W 
fails tis clear labor markets. What counts in an economy where mobility 
is imperfect and thus unempteyment severe, are the trends in Jipeei/ie 
tnd ustries and regions; Withaut dispute, worldwide empioythent in 
manufacturing is ejcjanding rapidly, bat if it is declining sharply in the 
United Kingdom, for example, the growth in other countries will not m 
any serious w-ay offset the econcanie hardstup imptsed bh the British. 
Likewise, private and social costs are impreed^n jrorfeers ami 
communities within the United States to the extent Sat tfese 
dislocated from declinir? industries in parUcular rejBrions <annS find 
employment in equally productive jobs in other sectore. the nagmtude 
of these casts isjxKitively related to the rate at which empl^ent is 
declining in j«rticular sectors and regions and is negauvely related to 
the ecoromic system's ca|»c;ty to absorb d^islbcated workers into oAer 
sectors. For this reason, the velocity of specific sectoral and regional 
deindustrialization and the overall absorptive capacity of the economy 
are the proper phenomena to study; Only on this basis can brie iudgfi 
whetHer deiridustrializatiori is a myth or not 

The actual emplbymerit performance of key sectors of the «»nbmy 
is disclosed in table 5-2. Although the flat trend (as oppo«d to declining 
rrend) in employment is confirmed by tJhe small change (♦6.13%) in the 
number of total manufacturing jobs belweeri 1973 and 1980. prodoctoon 
workers did not fare as well atxi emplbymerit iri certairi key sectors fell 
sharply. 

Overall, the riumber of production w;brkers decliried Uy almcst 5 
percent (^93.(X)0). iri part as a result of a substitutibri of supervisdry 
and administrative bffice workers for production employees,* Mor^wr, 
total employmerit iri the radib arid television receiver md^Uydechned 
by over 27 percent, arid the motor vehicle, footwear, household 
appliance, and textilejhill product sectors experienced job losses aJlm 
excess of 15 percent, Together^the teri secUirs listed in tuble 5-2 with 
employment loss es betw een 1973 and 1980 accounted for 790.666 rewer 

Mk-tw**!) im and 1980. adttiinistrstive office and tuxlliary impteymen^ in 
manufacturing as a propcrtkm of total rnanuficturiM *«Ptoyn?nt r« f^^^^ 
wrcent. Pwyrolj devote! If iiteie horiproductton employ*« increa^Jrpm 6.7 to 9 J 
rcent. Nearly hilf of this mcre«* Ka« occurr«i «ince 1972. S* U.S. Departmtnt of 

CommtTC*-. fiixTpau </f tht C>f,»wi. <S9^K SB. P « 



48 



57 



ERIC 



AMD mOOUCTION WOMU^_AVlRAGB WAGE IN IMO 
FOR SELECTED WDUSTIUES 




badynry tocal Ei w p<0|ni n Noaiictioii MMuri 
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Sc-lccT0d MUnuf jctiifing Sectors 
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Uotor V«n«cics 20 3 26 3 9 

A.rcriHlkPirn 74 B 24 6 9:ia 



^rod* 27 6 224 eJBO 

TenTilc M*H Prod _ 154 16.2 5 07 

App4r«< & OrVMir Prod 12 6 10 6 4 56 

Cri«m.c^f-& All .«d Prod 6 3 .2.1 6^ 

rffn^rJbn 12 6 16 4 9 74 

Pooxmmsf 22 0 23.2 4.42 

S«^«i_«fi*iJ_Tr*dt S«ct£Ki _ 

D«p*^m«n! Swft»_ 58 _?.6 4.95 

E«t>f)9 6i 0Tihkin9 Enia 51:2 48.7 

Ri^Enjtir 26 6 2*i.3 679 

AH OTh«f Scrvcm 37.8 35 8 5 85 

AU&^tort 16 9% HA HA 



SOU RCC U s 0«p*rtm«nT of tJbOf, B wftau of Labor ^t«t JCt ( 1 961 ) 

fiibs. Although not shown in the table, by 1982. amjther six hundred 
thousand jobs had been lost in these ten industries alone. Also 
irrif>brtaht, as will be discussed in rhbre detail later, is the fact that the 
avf-rajre 1980 hourly vvaire in the jbb-fes industries in table 5-2 was 

J 7. whereas the erhplbyrheht-weiffhted hourly wa^e in the job-growXh 
industries LincludihK those in trader and services) was 232 percent 
lower, at $5,51. 
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The preceding aiv^Uysis dealt only with actional agi^regates. 
However, w itfiin ^rticular r^oas tauch dramatic emplojtnent 
activity is taking place. This can be illustraiSi by tracing empIt^Ttient 
trends in foxir key Fr^t Belt and Jour large Sun Belt states 
Massachusetts. New York, Michigan, and 0hio; and North Carolina, 
Georgia, Califomia, and Texas; 

*T^o H|p 5^3 ^**esei»ts on the percentage rhangp in total 
empldjTrierit between 1973 and 1980 in major industries in states. 
A sharp decline in basic manufacturing is clearly evident in Michigan^ 
0hio, and New York, where total manufacturing losses ranged from 
10 to IT percent On wf/, over two hundred thousand manufacturing 
jobs disappeared from Michigan in this eight->ear penal, nine-tenths of 
them in durables: Ghio and New York ^ch experienced a net Ib^ ot^ 
over one hundred fifty thousand jobs. In contrast, Galifcriiia mcreased 
its n'i^nufacturing base by over a fifth during this sluggish ecohcwhic 

period, while Texas increased its base by nearly a third and its 

durables sector by 43 percent As stated earUer^ net manufacturing 
ernploymerit increased by a mere 0.13 percent, nationwide. 

Regional shifts in the locatiisn of particular industries are n^ble. 
Michigan Ic^t nearly 28 percent of its primary metals industry and 23 
percent of its jobs in fabricated metal operatibhs: Texas, on the other hand, 
enjoyed a 2? and 29 percent growth in these t'vd sectors. Similar shifts, 
often of even greater magnitude, are found in the nbhelectficaU machinery, 
the electrical and electronic apparatus, and the transiwrtatioai equipnient 
industries; SoSj^ displaced workers moved to the South to take advanta^ 
of these jrf) openi^:g:s, but hardjy enough ^ew^jobs existed^ fulfill the 
demand. The cons^uence has been double<lJgit unemployme long 
duration in a sul). ixntial part of the industrial Northea^ Wit^ the 
recession in the late lyiOs and early 198ds, it swept into other parts of the 
cbuhtr> — including the Sbiith. 



DUALISM 

Although deindustrializatioh pc«es a serious threat to segments of 
the manufacturing sector, ecohomywide employment levels continue to 
expand rapidly. Fifteen miUion people were added to civilian payrolls 
between 1973 and 1981 despite unemployment rates that rose from less 
than 5 percent to nearly 9 {Eronomit Rvport to ^r PreMid^nt 19S31 So 
why worry about *2 to 3 milliofi jobs Icsst in U^e entire manufacturing 
sector? The reason to be concerned is that the majority of the newly 
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created jobs are poor substitutes for the ones that are disappearing. A 
dramatic transformation in the strvcturi* of the entire hatibhal job 
distribution is responsible for a serit'us mismatch between the skills _ 
and income needs of displace workers and the skill requirernehts ami 
wEi^e levels of the new jobs. 

Consider the internal jcto strucSures of Se grbwingand declininif 
sectors, the old milNbased industries (e^T^ apparel, textiles, and sht s) 
arid the smbk>^tack industries (e.g., ^uto, steel, tires, hooshoid 
apfjiiaricel, aftd i:ftrc«hemic:Us) came to be characterized diiring the 
period of 1930 U» 1980 by relaUvejy small high-skilled/hi^-wage 
se^ents. similarly small low^kill/low-wage segments^ and large 
semiskiHed and skilled biue-colUr and wHite-«^^ middle uage 
segments. In the automobile industry, for example, a srhall s^meht is 
comprised of relatively highly remunerated mAhagers,_skilled 
designers, and engniecrs. At the other end of the spectrum, a portion of 
the smaller shops that supply General Motors, Fo^, 6hryd^ 
American Motors with jszris and compronents offer low wag^ wij^few 
emproyee benefits. But the vast majority of workers in the ind^ti> js 
empioyed iri fabrication and assembly jobs or in manufacturing support 
pbsitibris that pay aririUal wages in the $18,000425,000 range. The 
nature of the phxlucticii process, cbrilbiried with the demands of the 
trade uriiori movement, helped create such a **uhimodal*' distribution of 
jobs. 

The industries that are expanding today hav^ a different 
employment distribution. Within the new high-technology 
manufacturing industries, the business services irHlustri^es,and^ i 
personal services and reUiil trade, the distribution of jobs tend sjto be 
"bimodaj.'' In the computer industry, for example, relatively h^fh- wage 
jobs are iri computer hardware design, software de\ejopment; and 
systems analysis. At the other end of the spectnim, a significant 
riurnber of Ibw-wage/low-skill jobs are Iri computer a&sembiy and in 
low-level progranlmirig. In contrast to the auto industry, the computer 
industry lacks a large, semiskilled, well-paid middle. Similarly^ retail 
trade has developed a polarized distribution of jobs, with a well-paid 
bureaucracy comprised of managers, buyers, advertisers^ and 
accountants at the top, and part-time, poorly paid sales clerks at the 
bottom. Again, no middle ahalc^iis to the blue-collar assembly worker 
exists in the auto industry or in the steel industry. 

Acnys.H industry, the same type of bimoda[d^istribution is 

developirig. As the liswer-wage computer assembly jobs are automated 
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or shipj>eil abruatl. the cbmputer indUsto' tends to be dbrhihated by the 
upper rtiixle of the diiitributioh. The lower mode tends to disappear. As 
discbunt departrheht stores supplant other forms of retailing and fast- 
food chains be^n to dominaxe the restaurant business, the !ov^* end of 
These sectors expands most rapidly; Hence, ind^tri^ rfiems^lves seem 
to be movini? to one or the other end of the overall job distributio??. 

Fifrure 5-1 provides a Rener:;! caricature of the old iiKiustrial 
strjiictiire and the new one that appeajr^ %^ be lie^^lopir*^. As the n*j*l^ 
based sitlt kestack industries decline, the remaining: distributibh of jobs 
becomes increasinj^ly bihiddal. The result is an economy with a 
"missirij? middle,'' a term coined by Harrison and Hill (19791 to d^ribe 
the evblvihj: emplo^'ment structure in Ma^achusetts. 




Statistical data to confirm "dualism" is presently quite scanty, but 
as more research is completed on the evblutibh of the jobs distribution, 
the missing middle hypothesis ap^ars to be fining credibility. One 
inece of evidence is found in individual industry studies. In research on 
the retail trade si'ctor, Bluestone et ai. (1981a) used the liOnRitudinal 
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Eroploj-er Employee D; Vs. (LEED) file pre^red by the Social S^urity 
Administration to track the earning aistributuons for year-rouafl ^ 
vporkers in the New England de|Hrtmect store iM^Mry. As figure ar2 
indicates, men earned significantly more than women m 1957. but the 
overall distribution was generally .mimodal. By 1975. Sowever, the 
industry had become highly pblariied. as demonstrated m fiffure 5-3. 
Women continued to dominate the low-wage ales clerk positions, while 
the iiewlv created administrative slots went overwhelmingly to men. 





The same Sui ial Set'uriiy data source was used by Aian Slattfe^^ 
(see Harrison table 11. pp. 76-17) of the Social Welfare 
Institute at Boston College lo calculate Gini raticK Icr a variety of New 
Ehglami industries.* The grooving duailism in the department store 
mdu^tM' is reflected in a significantly larger Gins ratio iri 1975 
ci>mpared vvith this standard measure of inequality for 1^7-1£S8. 
Table 5-4 indurates that other indostries may be experiencing the iarne 
tendencie> toward bipolar earnings distributions. Substantial increases 
in inequality are found in c^ffice machines and computers, el^ectrbh c 
comf)onents, supermarkets, ^nd hotels and motels — alt rapidly grbv ihg 
sectors of the economy. Moreover, a^ the first row of this table_ 
indicate^, the Gini ratio for aft y^r-round empl^'ees in^New EhglaiKf 
increased betwi^en 1957 to 1975 by riearly 15 p^^rcent, f rom to SSI 
Other regions of the courjtry may experience the same ter^ency toward 
dualism if their reindustrialirutioii efforts mirror ttase of this region; 

Siahback and >^oyelIe (1982) ha\i? discovered similar trends for the 
hatjbrial lalwr force. Usih^g data from the U.S, Bureau <5f iive Census 
and the U.S. Bureau of Lkbor Statistics, the two have investigated the 
effects of the changing industo'-occupatibh mix dri the distributidh of 
earnings. Aci'brdihg to their research, the shanks of cmplq^^rheht injlhe 
highest and lowest earnings classes increased beiVweeh 19S0 arid 1975. 
while the share of ernploj'rnent in the rhiddle of the dastributibh 
dechned. From an apparent unimodal distribution, a bimodal 
distribution is emerging. 

Prnjt^i'ted employment growth between 1980 and 199G as forecast 
by ihe U.S. Burt^au of ksAwr Statistics (Carey 1982) adds another 
dimeh.^aon to the polarization hypothesis. Of the ten occtapations that are 
ex|)ect<^i to prctfiuce the largest numbers of new jobs daring the 198&, 
st-ven are among the lowest-paying/ lowest-skilled occupations in the 
t^coribmy (i.e.. nurses aides arid orderlies, janitors ard sextons, sales 
clerks. cashiiM^i, fast-food worker^, gerieral office clerks, and ss-aitens 
and waitresses (p. 2^1^. On the other harid. mariy of the up-and-coming 
fast-growing occupations require substantial pb8tsecbridar>' sch<Kl 
skills: paralegal j)erM>hhel. eomput<»r analysts, physical tnerapist^ 
s|x»ech ami hearing clinicians, aero-astfonautic* I engineers, ecbfibmists. 



•Thi' «iini imit'x. a mvaxur*' uf Histriirutioh romrmrily U*fil U v nocii^] hCwni^tM. i* 

n>n>irii(-i»Hj V? that inrrra.v-» in it?* v^lue «j|rnify irrowinjf iniMUAJity wlvrwu docreiu^ 

thi' irMvx jicrfivt eguaJjtv exists wh<»re rarh individual r*»r€ive?ian w^ual amount of 
:M'M»ijrrt*> \V}. n th<' in<irx ^tiualM 1. "(»rrf*»rt mf^iuality" exist* where bn> individual 
r«H-fiv*'> fv.vrytHinK ariil ail othiTs^ iftH ncHhitiff 




EHKXmtfCMT AMD $EtKlli^lNOt«T«li$»l tWE MBM EMGtAM) 
ECDiiOirY. issT^nrs 



*l ! Coterie E?rc>ioym«*^t 



nQtm* una Motcn 



SO<JKc£ C*<cul^ hi AijH NUhNniM ^ 5o^^ *«*Uf» R«M*f<» <»mt.«yt* H*T«q« ( 19bJ 

K5TE Tht it E D oomi^ • 6«i p*r€ir»f tw«<Mi of S^#mv_-:5»^ 

Thii tib^ orty mign *na hIathh actuiiNfr •pt^ by •«Kfc«r» who •»nplav«l 



iind f)rickmAsbhs (p, 27). If these projections prove accurate, one wooild 
expect to find even higher m4K?uality C( ffiteients in rfie fatare and a 
more obvious bipolar distriHutioH of job opportunities- 



THE DOt BbE weAMMY: DEINDUSTBIALIZAtlON 
AND BbALISM COMBINED 

By itr^'lf, the deindustrialization of vanbus sectors and regions of 
the ecoh'^niy woulsj not pose a wrious attjustrnen^problem il new 
cdmparabte jobs were beinjr srenerated in other industries. But w}>en 
the evolvihi? strut tu re of employment Is bipolar and demdustriaUzation 
i» extremely rapid the transition from the old industrial base to the 
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new one is unreasonabb' diffieult for the displaced miU-based or 
smokes^k worker: Deindustriajization ?,nd dualism combined sorely 
try the absorptive cajsicity of the labor in*»-keL Ldngitudinal data on 
how workers fare in the labo*' market i.fter oisplacen^rit from basic 
manufacturing' industries c<)nfiiTn the fact Uiat many face permanent 
income loss. 

Usih^ the LEED file. Jacobsoh < 1978. 1979) and his colleagues have 
been able to calculate the earnings losses of permanently displaced, 
priine-age male v.ojScers in a number of indusiri^ To measure this 
loss, Jacobson^^alcula^ the actu?tl earnings of workers in a given 
in?Jastry who remain continuously employed in that sector. This 
rarnings trajectory is then compared wixh the earnings records of 
workers who experience permanent la>x)ffs from the same indiistry. For 
most cases an immediate drop in income occurs, subsequent tb_ 
termiriatidn, foUbwal by a rise in earnings as those displaced find hew 
employ?nef>t m bth< !irrhs. Some job-ldsers ar^ aiffected quite 
adversely, with their earnings falling tizerb. whereas others find 
cbmF^rable work alrhr^t immediately. The ^actual earnings profile" 
reflect^si the (i trnjge ^rhihgs of the full cohort of displaced workers; 

Jacobson 's estimates are shown in table 5-5. They indicate that, in 
the first two years following involuntaiy termination, the average 
annual earr^ings loss ranges from less thafs I percent for workers 
former .y employed in the production of television receivers to mdi^ 
than 46 percent in steel. Even after */x years, workers in some 
tnjiustries contirued tij erperiehce as much as jm 18 percent shortfall. 
Thos^ displaced frtim the better-pa>irig. unionized industries {e.g., 
meat-pack ihg, fiat glass. autbrhobJIe, aerc^pace. steel* and petroleum 
refihihgf suffered the greatest reduciibh in income. But even in th« 
Ibwer-waije sector, including women's apparel, shoes, toys, and rubber 
footwear, six or morr yeans elapsed before displaced workers caught up 
w ith those who had the good fortune to hold on to their jobs. 

Each worker's loss in earnings following displacement is a function 
of what new employment oppertunity is available. This is well 
illustrated by an analysis of dis;>laced New Ergland aircraft industry 
workers carried out with the I £ED file at the Social Welfare Fte?^ 
Instiiuie at ifostdn College (Bluestdlle et al., 1981b). Between 1967 ahtl 
1972. 31_ percent ot the workers in this industi:' were displaced as a 
result of the sharp Hownlurh in this secibr.ahd * substantial increase fn 
subcbhtractin^ to other rej;nbns. Of the 18^300 displaced workers. GOO 
vvert* able to Ibcate hew jobs in the aircraft industry, bat bhly by 
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migrating out of New England. Sixtyfive pert:ent (11^)1^ 
in other •^primary sector-industries. 11^ percent (2.100> fburai jobs in 
-secdndars^ sector" indastries, and m2 pereent (3 JOO) either found no 
j<*)s at all or worked outside the Soeial Security systerru 



LONG TERM AMIRGS L^ES OF FERttAWtNTtY D4SfWC£0 
PRiME^E iiALE WORKERS 
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SOURCE: JacotMon (1978. 1978). 



The results of this analysis sre reported in table Those who 
stayed in the aircraft stidustrj' by migrating to other regions had only 
78 percent as much homihal earnings irrowth as those who^ re able to 
retain their Kew Ehglahd jobs. Those forced into other primaiy sector^ 
industnes (including most durable manuf«turing. wholwale trade, and 
public utility ind«stri<J8) Experienced only 33 peroent as mocfi wnmgi 
growth. Finally, the more than one in nine relegatsd to "wcoidary 
sector" industries (nondurable manufacturing, rettil trade, and 
personal services) experienced aa absolute ^ percent earnings l<w. For 
them, annual earnings in nomjnal terms fellj^rdm an average of $6,054 
to $4,468. After controlling for [nflaUbh^ these workers earned in J 972 
only 59 percent of ttseir 1967 aircraft wages. 
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Fu rtfier analyses of the tEED file sug^sts tfiatj'^ownwanl 
mobHity*' into the secondary sector is not at all uncommon. This can be 
seen by followinR the jab mi(rf)ility patterns of the 833,200 workers in 
New England whose principal activity in 1958 was to work in 
traditional mijUba^d industry (e.g., apparej, textiles, shoes). In the 
pericRl after 1958. 674,000 left the mills. Of this number, only 18,000, or 
less than 8 percent, were able to locate jobs in the growing high- 
lechhology sector in the region by 1975. (Another 2^000 had migrated to 
high-tech jobs in other staiesj But more thah//t^ times as many 
(1(M>,00G) ended up in service and retail trade industries, almost all of 
which paid significantly lower wages (Bluestohe and Harrison 1982), 

The gentrul decline in ^rnings foUowing dis!;^^^ is to a great 
extent a function of the relative earnings levels in the growing and 
declining industries. Although there has beeti substantial recent 
employment growth in a few higher-wage industries (e.g., nonelectrical 
machinery ar<\ aircraft arid parts), mariy of the most rapidly grbwirig 
industries aixr in the Ibwer-payirij: rtiariufactUrihg arid 
ribrimariufacturirigL sectors. Employment in the electrbriic cdmpbrierits 
industry rose by 75.9 percent between 1960 ard 1972 arid th^ by 
another 25.6 percent between 1973 and 1980. But the average 
production worker, workjng for $^.05 per h^^^ 

weekly salary only 61 percent as high as that of an average employee in 
the primary metals industry. In es^'jnce, 163 electronic components jobs 
must be generated to compensate for the wage bilj loss ojf 100 
steelworkers. Similarly, it t^kes tuv department stare jobs or thrre 
restaUrarit jobs to irriake up for the earnings loss of just uric average 
rriariufacturirig pbsiitibri. 

Sector-specific deiridustrializatibn can. therefore, seriously erode 
the size of the real wage bill even when aggregate erhplbymeht in 
manufacturing remains constant. 0ver the next decade, the national 

unemployment rate may fall as more job^s in ffie^^^ 

sectors are created. But tJie decline in unemployment may not do very 
much for standards of living* as many of the i*ew jobs pay significantly 
less than those & U are disappearinig. We are entering an era in which, 
for those in the industrial middle* downward ''skiddinjf rather than 
traditional Upward mobility may become the norm. Arid for new 
eritrarits to the labor force, those who do riot have advanced skills may 
be relegated permarieritly to the lower mode bf the distributicM). The 
middle will sirriply riot be there for therii. 
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MOHIFYING THE DEMAND SIDE OF THE MARKET 



To c^'^mbat deindastriaUzation and economic duaHsm, the 
Kovernmenl. both at the federal and stote level. umH need to inten^e^ 
more directly in the private market. Three types of policies are 
required: (1) an expansionary fiscal and monetary policy, (2) an 
industrial policy that includes various forms of short-run 
"protectiohism." arid (3) a restructuring: of the lower mode of the Ij.bor 
market. 

Expansionary macrbpblicy is a ame qua non for full employrnent 
and for saving what is left of the ecohbrny's industrial middle. By best 
estimates. If a 16 percent unemployrrtiarit rate exists; 4 percent is 
normal f rictional unemnloyment; another 3 percent is structural; the 
remaining 3 percent is caused by deficient demand. Macroipolicy cai^ &t 
most cure this last part. High interest iates choke off i^n [nterost 
.seriKitive industries, such as auto and housing construction, and rew?l 
investment in all sectors. Interest rates in real ternns must be brougrM 
down to historical ievels (approximately 3 to 4 percent) in order 1^ 
provide sustained economic grbwtJi. This may best be accomplished 
having the Federal gbverrimeht return to a policy of targeting interest 
rates rather than Tocusihg bh the size of ah elUsively defined inbrey 
supply. 

Fiscal policy is also importont. Contra^^ the belief that larj^ 
(even $200 billion) deficits are bad for the econom>^ the qW-fasfijoned 
Keyilesian medicine of running deficib during recessions^^^^^ works. 
Much of the current recovery is precisely because the Reagan 
adrxAini^tratibri is fundamentally Keynesian— if not in word, certainly in 
deeidr 'Ffe cbmbihatibri of enormous tax cuts and bloated defense 
Ipendiiv^ has been responsible for the consumer-led spurt in growth. 
(S^ipply-sude hbstx-urhs about how corporate tax cuts can produce an 
iirove^tmenit boom have hbt proven to be accurate.) (Cutting domestic 
t>pen^ing;'or boosting per^ial taxes at this time wbUld be .unwise, but 
vtrsnsf^.fring federal dollars from capital-ihtehsive military 
ptticurement to morejabor-intensiw civilian spending would prime the 
economic pump even more. 

Macropolicy is not sufficient, however. Given tfie dramatic 
rertructuring of the economy, specific indusl^ial^licies aime^ at 
maintaining a healthy portion of the traditional miH-fa^d and 
snvakestack industries are needed. In retrospect, the extraordinary 
public assistance granted the Chrysler (Jorporatirsn suggests that 



61 

70 



tar^UHl srovernmont Uwins. Joan guarantees, and procuremei^t may be 
used successfully to reenergize "dying" industries. The key is to chiwse 
those firms that are most likelv to use su^M^targeted^^^^ 
and to impose strict quid pro qucK io retou'^S for such aid^ Gh 
mahagemeht practices, rtstrictionss ori "gjunproductive'* Investments, 
and in some cases cbn;iessibns from labor are proper demands for the 
government to make in return for public support 

The one serious shortcoming with the Chrysjer^iu^n guarantee (as 
well as with the special provisions granted Ldckhe^ i?Td New York 
City) is that 1$ was rendei^ on an ad hoc emergency basis. Some form 
of national industrial policy agency is heeded ir. decide in a rrguiaf and 
rational way where assistance could best bedirected. Ah asehcy, in 
connection with a federal economic development bank, should be 
creat^ for this purpose. In addition, plant cl^jng legislation^ should be 
enacted requiring firtns to |)rovide workers and conrimuniti^ with 
advance notice of pUuui sh^ittjowns and to grant mod^est readjustment 
assistance. With prehotififeatiori, individual states could then establisfi 
"industrial e:> tension services** (patterned after tlie U.S. Agricultural 
Extension Service) to provide technical assistance to company 
managers, workers, and community officials when ti^tice of an 
i'nminent closing has been given. The jjndustrial extension service 
would be equipped with competent §Mf ^nd consulUnts tbbffer advice 
on production techniques, labor-management rela^^^ 
resources, and on how to reduce red tape in order to maintaih the 
facility in question. Alternatively^ in the nriany cs^s where ^le p^^^ 
cannot be sawd, the extension service would assist the workers and the 
community in locating other employers to fill the void. 

As a normal part of industrial policy, tbe gcveriiment must also 
review Its trade policies. SRbrt-ruh trade restriction iy nece^ry in 
some cases to protec^Amefiean firms from eJEpbrt surges or tis recover 
competitive advantage. Trade restriction shbulu be ii.lp^ed sparingly 
and should contain sunset provisions, but it shouUi not be autpmaticaUy 
discarded as a potential iool in the overall industrial policy mix. 

Restructuring the low end of the laboFmarlcet is ^sdimF»rtaht In 
its early daj-s, before the industrial uoion movement aral Depre^ioh-era 
labor legislation, the current mill-based and smok«tack industri^ 
were also characterized by bimddal job distributions. Well-or^nizd 
indiStrial unions such as tlie United Auto Workers, the United 
Steelworkers. the Ihterhatibhal Association of Machinists, and the 
various electriotl workers' uhibhs. were able to use collective 
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bafKairiihK to improve wajreis arid working: cdhditions dramatically and 
to narrow waKe differentials. Iri turri, these efforts forced management 
to introduce efficieney measures that ultimately boosted productivity 
and made those wa^es and working conditions affordable. 

Retail trade and services, as wel[ as the higli-tech manufacturing 
sector, are weakly unionized. Unionization of these industries coul^ 

provide the basis far creating a new "middle** for the economy. 

UhioriizeU supermarket employees are well on their way to such stetus 
already. Unions should stress the development of internal labor markets 
and job ladders m these sectors, so that workers who ch^^KSe these 
industries could Itxbk forward to prbriioubr and to better-paying and 
more responsible jobs within the sector ]yi;structurlri^ the job 
distribation within these iridustrJ^^s ^^-^Id be the best hiethbd to 
eliminate the tendency toward e5t?:r<*rti.: iualism iri the ecoribmy. 



MODIFYING THE SUPPLY fiWE OF THE MARKET 

__Sple reliarice ori the demand side of the market is by no means 
sufficient. Imprbving conditions at the low end. of the dunl economy will 
take several geheratibris. arid even tiieri mer.ningfsil ^'i^rK^oing and 
reeducation of the labor force will be absolutely roqul^^i. li^:^ to 
ameliorate structural unemplfivmerit. redr^^ariizinft' ihciofcr distrib' Uion 
ami retraining the labor force must b^ pursued simultanteoi^Dly. 

An entirely new approach to education, trainiriig, and retrairiirg is 
imperative. It took nearly four generations, between arid ! 980. for 
the prbportibri bf the labar force rf^^voted to agriculture to decline from 
38 percent tb brily a tei.th of that, 3.8 r*ercent. As a resujt, much of the 
reduction in farm erhplbytnent was accon^pUshed through attrition. In 

general, the sbris arid daughters of farmers— not the farmers 

thomse'ves— migrated to the metropolis for jobs in the newly expandinj? 
manafacturihg sector 

Today, however, and even more so iri theluture, industrial ^ 
transformation wijl oc^ur at higher velocity. The enUre "product cycle'' 
In some aigh-technology industries takes less ten years to 
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complete. That is, from the time a new product is developed to the point 
where it Is phased oat or its production transferred abroad rtiay take no 
more than a decade. The workers displaced from thesejobs will not 
retire, like the early twentieth-century farmers, but will require 
retraining for new industries and new products. The workers of the 
future will likely have two, three, or more occupations during their 
lifetimes. 

To accornrhodaU? this trend, education and training must take on 
the dimension of lirelong learning. Periddically throughout their lives, 
workers w ill heed to return to school for both general and specific 
training; Adult education programs will have to be expatided 
dramatically: The type of training win have\to 
**Process" skiils— basic language and math skills— will be important 
because they provide students with the flexibility necessary to enter 
viirious dccupaltuns. French and Fortran, calculusjtnd lo^^^^ and 
advjAriced sf)eaking and writing skills ne*^ to be emphasized. 

As for vocational education, the pubiic sector must play a greater 
roie. Some years ago, the state of Connecticut was training five 
hairdres&ers for ever*" machinist. Did this allocation of resources reflect 
. demand conditions? Hardly. It reflected the fact th::.t a commercial 
electric hairdryer cost the state S2o<A whereas a hew, cprripyt^rited. 
nuniericaiiy controlled cutting laffie rapsble of machining titanium ran 
about $250,000, The state siinply refused to allwate th<^ resourced 
train a suffi(!'iont number of machinkt?. 

this perhaps would have been accepr^ hie if the private sect^^^^ 
willing to do the training. But with machinist arpremicj?3hip programs, 
requiring foUr years to co nplete. at an annus^ r^timatf^ oost m excess 
of $12,000. as well as the ever-present danger A)f \d<i<:^r pirnim by other 
firms, none but the lanfest companies are willing w oiitr buihcm^^ 
training. Consequently, ^ver since the large gnvup of World War H 
government-trained machinists retired in the early 1970s, a chronic 
shorts>fe of skilled airtrraft workers has existed. This can only i?e 
remedied by relativejy large-scale pubflic expenditures oh training. The 
private sector is gearing up to offer advanc^ degrees (Wang, for . 
example, has created a coiU y campus that offers^m^ in 
computer engineering), but the shortage is too great for tfiejnodest 
prcngrams developed to date by private enterprise to overcome. 

To develop Eidequate education and training in the *^information 
age** requires the development of new financing mechanisms. Indeed, 
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some of theso will be in the private. sector. As part of the current 
contract u^reement between Ford Motor Gompany and the UAW. the 
company has ajfreed to set aside funds to provide retraininK for 
workers who face displacement. The union and the company jointly 
administer these traininR proj^rams. This type of experiment should be 
i5t«>rjied closely to see whether it provides a useful model. 

The federal ^vernment must also find new sdiixes of revenue for 
ah expanded education and traininR effort.__Exparided reyeriUe sharing 
with the states, perhaps by diverting U.S.__Department_bf Defense 
IDODJ dollars to the U.S. Ifepartmejnt of Education (ED), is one avenue. 
Another is to develop a totally new fihaheihg mechanism that makes 
the government an "equity investor" in human capital. Under such a 
pian. individuals would be eligible during their lifetimes for goverment 
equity investments in thet-nselves of up to, say, $25,000. This 
investment, which may take the form of an education/training voucher 
and cash allowance for living expenses, could be used for enrollment In 
any state-accredited vocational or higher educatidri program. Based on 
the arhoUht of capital investisi and the age of the individual receiving 
the investment, recipients would pay divid^riUs back to the gbverrimerit 
for the refet of their lives through a Garchah^e oh the regular fedenil 
incTTie tax. The size of the surtax would be related to the amount of the 
government equity investment and the age of the recipients: Such a 
system of equity investments could be made fully self-fjnancing or could 
involve a net subsidy to either individtials or the government. 

In either case, unlike normal I«>ans, the amount repaid to the 
government would be based on Uie future incomes of the recipients. 
Those who obtain high-paying jobs as a (partial) result of these equity 
investments would end up paying more dividends back to the \ 
gbverhmeht than those who would end up in Ibwer-payi rig jobs. (Such'* 
scherhe miy end up subsidizing a few poets and painters, rriuch to bur 
society's advantage.) 

The important poi il is that this ^tiity investment program should 
be available to v^x>rkers during their entirejives. They Should be^ able to 
turn to it as the n^ed for retraining and further education becomes 
necessary-. Other ideas like this should be pursued if we are to afford 
the training and education necessari' for restructuring the labor force 
to meet the challenge of a restructured labor market. 
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CONetUSIGN 



The economy is already well along ite way towarf jt restructuririg 
that is characterized by deindustnalization of the 
base and duslism in the evolving jobs ^distribution. These two 
phenorrKjna are the cause of serious so ial problems, includmg high 

levels of uhemplbymeht, downward dccupational mobility, and a 

significant increase in earhij^s irieauality. In fact, the trends threaten 
the entire social structure of bur society, with the scFcalled middle 
America at greatest risk. 

Reliance on the private sector alone can only exacerbate this 
tendency, the government must, therefore, play a greater role in 
investment decisions, take on the task of industriaj planning (at lejist at 
the margin), attempt to regulate the speed of the disinvestment process 
in the traditional mahufacturiilg sectors of the economy^ and create new 

mechanisms of financing a^id delivering educational and training; 

programs to all of its citizens. It is encumbent that experim^r^ts along 
the?e lines be warmly encouraged. 
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RICHARD B. MCKENZIE 



DtsplueeA Workers: A Mole for 
the Federal Govermmenl? 



This chapter discusses th<» economics of federally funded retraininr 
ph^rams, not for the hardcore unemploycdi« traditionally the object of 
federal aid, but mainly for the Kard worlcing, feaspnably paid 
Americans who find themselves in what are thought to be decUiiitlp: 
industries, for example* steel and automobiles. The viswi expressed 
Reherally stand in sharp cohtrasi to those of Bluestbhe. The jassignriieht 
of Contrasting his views is a formidaMe one. Having beerLwith hirh in 
debate on other occasions. I am fuHy aware of Prof^sbr Blu^stdhe's 
skills. 

This chapUer argues agajn^i further federal g^^ 
into the retraining process of workers— net to argue« as some may 
think, against ^11 government intervention in the nf^rketplace. not to 
contend that rid fetfairiittg problem exists when millions of people ire 
obviously uriemplb>1Rl, hoi to suggest that the cojlective will the 
public pur{x^ be damned in face of hardship. Cbhtraty to what may be 
thought Bluestbne ihd I agree at a fuhda/rnehtal level. We t^>th 
recognize a social probleht" and we are equally oohcerhied about p^ple 
who have to suffer through^cessibhs ahd^ industrial transformatidh. 
especially when the suffering is the purposeful product of public policy. 

Whenever ! oppose Sis or thatj^verar^ in the 

name of good sense and good intentions, my m^ difficult ta^dc is not 
that of mat*^haiiing argunsents, but rather that of harRiiing people's 



inclinu;lion to prrjudRe. To ajKame tfiat I (and o'hers wHi^ sh^re my 
policy jw^rspectivej have callous intentions, that I care little MmX 
peoples welfare, that r y vi^fws may be little more than paid political 
pruhbUricements of the conservative wealthy^and that I do hot seek 
rtmedies Tor hardship is all rionsense Nothing coiild be farther from 
the truth, if for no other reason than my roots in the rurd South have 
made me painfully cognizant of one uncotitestable proposition: social 
problems abound. 

Where Professor Bluestlohe and I (generally disaRree is over 
solution. Being long on emotion and short on appreciatiotn ror the needs 
and consequences of markets in a free society. Professor Bluestbne 
believes that social justice can be pursued dii-^tly through the passage 
of enabling legisiatsnn and the spendmg of more federal dollars. As a 
general proposition, I argue that such a podicy course will m^^ 
achieve its contradiction, more injustice anid social mis<:hier than relief. 

In making this argument, I do not intend to become mired im 

statistics of ho'v widespread the problem of displaced workers is Much 

of this forum has been and will be devoted to an exploration of th^ 

dimensions of the problen.. For the most part, his chapter sidesteps the 
statistical issue mainly because :he debate, at jts corejs not o^er 
numbens. We, in all probabUity, would hav^ been ask^ to present 
opix)sing rwints of view even if the problem of displaced workers were 
half what it is or if federal funding of retraining ptwrams were 
doubled or quadrupled. Rather, the debate is oxer the assignment of 
4-^s.ponsibilitv for relief of social ills, the needs of^a free soci 
escalating tendency of people to S€H*k public as opposed to private relief 
for observed social ills. I am inclined to believe— and I w;[11ar^e the 
jx)int— that our debate is. regatxiless of what the numbers show, 
philosophical, eoncerhed with the broader issue of how much 
go%erhmeht, in the ^gregate, can be expected to accomplish in 
relieving a broad i^nge of social ills, includit.g unemployment 

In other words, 1 suspect that if the prbbferh cf displaced wwksr?; 
weri' the only issue on the social agenda, there is, in my opinion Jittle 
doubt wliait we would do: we would willingly throw mbaiey at reSraitsing 
prograris. for we would have a lot of Sollare to throw Mouiid.JIlie 
problem of displaced workers, however^ does loot sUnd alone.JTJhc sqciial 
agenda is. indeed, very crowded wiS competing caairhs oh tJie limited 
capacity of any government to extnrct _revenae by coercive rMa^ures 
from the citizenrj's income. Any argument for government action tha^. 
does ^ot rec<*nize the competing claims cn government and the limited 
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oH^rt'iw cajuu'itv nf g(>Vit»rn:?ient tu do Rood hardSy worthy of sober 
fofiMTlion. er. inlonvst 8:roups ooniinuf* to meet all over 

Washinift' ,. ;: i cvi^r^Tib^ in w)nie detail the social distress caused by 
xhi f'dih" V I iltleral jcuvernrtiiient to spend more rh/>ney. By 
i>ar"fi?^t * ; * :. ij^injr their attentior^, ihey fail to see lhat recoKnitidn of a 
MV/^uf Vii ifi iioi all tliat is necessary to lay claira to federal Rbverhment 

rnue. The <*ase for federal actkin must ultimately be made in the 
oonti'Xl of cotr {K'tin-? claims, an(( interest j?roups must ultiriiately show 
that their claims on .r >vernr7ieni: r^'Venue are <nore worthy than the 
claims of othei s. 

TKMPKRIXG THE EXPANSION OF FEDERAL AID 

For four major reasons, the tMilhusiasm for expanding federal aid 
to displaced vvorkers t^^hould be tempered. First, many, but by no m<?ans 
all. Inickcrs ;>f expahd^^d aid seem to harbor the nbtibh that the workers 
are the object and iHe ben<?ficiaries of the aid, whereas in fact much of 
the aid vvii; be iHK^keted by the firms who do not then Hav^ to cbver the 
costs of traininK and retraininff their own workers. Indead, inuch of 
industry su|>rK)rt for federal retraining programs is founded upon the 
strictly bu5i?fH'^< .v^posltioti that their iobbyinK for traininj? programs 

is profitable— that is, more profitable than altern itive prodactive 

activities. They understand that if more federal monies are passed to 
the states and communities across thi« ccuntrj' for retraining programs, 
the result will enhanced coitipetiUon anions stiles and communi^'es 
for industries through government def aying of the industries' training 
costs. They rei^bghize that the more federal money there is to be 
allocatecJ. tht greater the cbmpetitibn among goverhmehts to subsidize 
industries, aiiu the greater the pro|)ortibn of the subsidies intended for 
workers that will i>e passed throo,- h ♦Heir firms. 

It is «rn>ss!y naj» e for us to is^vr ^k?' politicians, vvSo ere 
de|)i»ndent upon industries for C3ir4^is;Ti,J>. f^;n:<$ and votes, are as deeplj 
concerned about the fute of their Wivr'<i^r^ as they may profess: It is 

equally naive to assume that the effectiveness of expanded aid 

programs can be judged by the effectiv^rn-^^s of previous programs. This 
is {nvaiii^o tHe limited funding of past programs has restricted the 
cbrhpetilion among gbvlrntnents for industries and lir:iited the effective 
subsidies channeled to firrhs through the corripetitibn for firms among 
eorhj)eting gov* rnmeht^'. 



71 



SO 



Second. prup< ncoK'^ of ftdt r>i' iiroRrami appear to believe that 
fcderal iispemiitures on •ctrainiriK vn'iII i^salt in an Vncred^ in the stock 
of retrained w orkers equr.i to the n mber of EM*ople who are retrained. 
Even if the rt?traininK proRranis were perfectly effective m retfairiirig 
workers (and, for pur|KX5es of argrument here, tfiere is no reason to 
assume btherwis^V'. nothing could be rirther from the trutfi. M^ 
the workers wh ^ retrained Under the auspices of a government 
program would i;uve been retrainai by their firms, at their firms' 
expense, or would have retrained themselves, at their own expense. 

However, many proponents fail to cbmpreherid the two-edged sword 
of government expenditure^ policies. They appe^ir bblivibUs to the 
negative effects of g<;vernment taxes and deficits that are us^ to 
finance the expenditures. It is known all too well from experience that 
gr^?ater government taxes destroy jobs just as surely as expenditures 
create them, meaning that the expenditures t:.rgeted for retraihihg 
workers in identified sectors of the economy aUo create a nee^ 
destroy jobs, even while they provide more retraining of other workers 
in other sectors. 

For year^. econothists have focused their professional attention on 
the extent to which federal deficits **crpwd out" private investors from 
the bond markete. We should learn a simple point fiSorti the re^afch: 
efforts to pay for federal programs, such as retraihih^di&placed 
workers by way of federal deficits, vvill create a heed for the retraining 
of workers in those industries that are crowded but bf the bbxid market 
through government credit demands. We should also recognize ihjatjbbs 
have recently b -n destroyed indirectly by the impact of federal deficits 
on internatibhf mbney markets, those deP^its. now projected to be in 
the range of $200 biljibri for the next several years, are contri6ot]ng to 
abnormally high heal interest rates in the United States, w^hich in turn 
are attracting capital from abroad, driving up the internation^J valut 
of the dollar, and r^ucihg the iriterhatjbrial competitiveness of many 
basic industries. Additional deficits to fund expansive new goyemment 
training programs will, through greater pressure on international 
exchang • rates, destroy and jebpardire more jobs and exacerbate our 
retraining needs. 

in the contioxt of the total federal goverhroieht budgrt, J^traihihg 
experidLtures may continue to amount to the proverbiar drop in the 
bucket." I worr$ . ho A-ever. about casting off tiie problem in that way 
because the route to the $200 billion deficite hM been paved by such 
arguments made by virtually all interest groups. Such arguments 
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assume also that the twlitical pr^ocess can be extended to include 
additional aid fur retraining and» at the same time, can be closed off to 
supporters of so many other programs who can, with equal justification, 
lobby for increased expenditures on their programs. In other words, 
additional aid for retraining will give rise to addirfjfisl expenditures bn 
a host of other programs and to an explosion of fuU'^.^f f v ^ieral deficits, 
if hot taxes. 

In other forums, I have argued that b&iore we accept the idea that 
proposed industrial pbliciesjvill advance social welfare, we mus^t 
require proponents of reforni to support their policy recommehdatibhs 
with "economic impact statements," which would do three things: (1) 
provide estimates of the jobs saved and/or created in identified 
industries by the policy change; (2) provide estimates of the jobs 
destroyed and/or jeopardized in identified industries; and (3) provide 
compelling reasons why the jbbg*()f the workers in the identified "l<sing 
industries*' should be destroyed arid/br Jeopardized for the benefit of 
other workers. To make the public debate open, honest, and truly 
democratic requires that such ah impact statement accompany 
retraining proposals. 

Third, proponents of retraining the displaced workers argue that 
commonly "cepted ethics and sense of sociaj prjorjties dictete that 
more federal funds be allocated to retraining displaced workers in 
manufacturing sectors— automobiles and steeU for example— whfere jobs 
are supposedly being destroyed by the advance of technology, growing 
cbmpetitivehesK ir^ world markets, and the economy's presumed 
trahsfbrmatibh if^m rnahufacturihg to service industries. This is 
worrisome because many of the workers in such ihdUstries have for 
years had above average wages and fringe benefits. In fact the wages 
of many of tft^se wbrkere have been inflated Lh jjart by the growing risk 
that their jobs urould be eliminated. By covering the retraining cost of 
these workers with federal funds, Sie general public would be paying 
double for retraining, once through hi the products they 

produced and again through higher taxes. I do riot sfere tfie e^^ 
those who contend that workers who have eanied far less over the years 
and workers who have covered their own retraining needs should now 
be a«iced to help pay for the retraining of higher-paid workers, 
especially when a portion of the payment will go into the coffers of the 
firms that emplc^ them. 

Federal retraihihg assistance will have j^fv'eirse effects on the 
Incentives workers haw to remain alert to their cbhtihuihg employment 
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prospects with their cUrrerit skilLs^ to remain abreast of the many 
opportaniti«?s for selfMmfjrbverncTjt, and m/l to allow their skiHs to 
depreciate; The worker's incentive will instead te t> maintain and 
ne^tiate nohcompetitive wages with the knowledge tliat when their 
firms are fnrr^i out of business, they can fall back oh government- 
sub sidizeii retraining: Juch federal subsidies can give rise to worker 
displacement. On the margin, the subsidies induce workers to take 
greater risks in raising their wages and to shjft to riskier employrraent 
Greater r^$ks imply more frequent failures— more worker 
dispjacemeht. Similarly, additional federal subsidies for retraining will, 
on the margiiu, temper employers' interest in keeping their workers' 
skills current. After all, the resp»op.sibiiity and cost of retraining 
work.*rs are >hifted to taxpayers. 

Fourth, much is said of How inarkeLs p umably 'fair in the area 
of worker training. Labor markv^s fail be; ujse of the externalilieg'' to 
tH.iuoation. That is to say. proponents cohtcrid thai pebpie other than the 
empl<)yer rnd employee benefit from 'Straining, and th^ benefits |ire 
not capiured by lUe pricing system. 1 admit that few human activities 
are totally dcvoiil of "externalities," 3y the iiame token, bec^ui^ r* 
tyiH? of ^-niueatidn lhat is the subject of ttus^fiap^^^ 
if hot exclusively, to produce jobs anid income for wqrkej^.jSe 
presumeii "market failure" justificatton for retrairsing program can be 
questioned. Aflier all, the National Commission on Employment Policy 
tells that "(e)mploymieht and training, programs are intended to raise 
the ('arhings of tht^e who ^^larticipate'^ (Saks and Smith 1981, p. l^j. 
Tht^ technological barriers that prevent, to any significant extent, the 
benefits ()f the retraining prc^rams from being captured through the 
pricing system by either employees or employers are not obvious, and 
sui h technoiogvcsil barrjers^must be present to make the externality 
oaHL' for retraining proK.T;:ms. 

Kven if externalities Bry& shown to exist, federally financed 
r<>iraining ha^s not l)een fully justified: Tte externajiticsj^ 
sufficient to justify IM cost of having government do somefJiing aboiit 
them. N^egatjvc a>i well as FK>8itive externalities' exist. Some people are 
harmtnl by the retraining of others; irudeed, niany people do not like, for 
purely |)er^oril reasons, to see others retrained, that is, the 
iH^nefsciaries .« welfare, thiis is not to suggest that people should not be 
heltK d by governrnen^t becauoS of the pijrsbnal odjections c;f people to 
relief Rather, this i^ihu out that consisitericy in raising the cxU?rnaHty 
jssue (which is a question of efficiency, not equity) implies that tlie 
pi*ople harmod by the retraining of others should be compensated for 
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txje hiiirm they in^ar And such comperisalidn. if paid, would greally 
increase the cost of retraining. detailed elsewhere iMcKenzic IWl) 
collectivization of a serv ice Jike retrairiirij? does not necessarily inii'ly 
more^ re-traihih^ than ^vould be_provided privately— that is, if everi^'arie s 
likes and disliUes are counts. Prop(i>nehts of federal retraining' 
jjrojrranis do not wish to g^ive ever^'ohe^s f ikes and dislikes equi! 
treatment in their conceptual framework, wfiich, to the extent that is 
the case, ihe arjjrument redu^res to a set of assertions, not logically 
deduiced conclusions. 



f IJ E MINIMAL NATURE OF THE EXTERN ALITY ARGUMENT 

The whole of the externality arRurnent sUg:Rests that there are 
definite lirniLs to the arhburit of j^bverhmeht involvement in the 
educational pn:)ce^s. For all we fe how, the pre.^nt level of federal 
fundih^ may havr- surpassed the funding requiiremehts to achieve the 
efliisive Koal of eco. omic efficiency. 

In addilinn, it should be stresse<^that these making the externality 
arsrument should realize that the argument for^dditional federal 
retraining prbgrams ean be selfniefrating. Programs can a)n^^^^ to 
rharket inefficiency through the negative externalities that the 
retraining proj?:rains themselves create. In other «^ords, because of the 
subsidio>s amd the incentive effects, federal retraining prd^rams can 
creuie ^'exlormalities^ of their own. By failing to retrain them^'lves, 
workers crc^f. n)i.p<^>j^^ a heavier tax burden bhttee rest bf the tax -paying 
fK)pul2;tion. (>m u> perspective of market failure v lornics, 
therefore, nr * a n guarantee that Sfjr^al efficiehc 1 be enhanced 
by retraining rams, Agavh^ ^'rom the external rspeccive, 
economic effici«?ncy may be wvorsened. 

The casi* fut reliance on markets in estoblishihg the retraini. _ 
m*eds of our country is, indcc J, a case for mirimi;;ing exterharit'^:s.^ 
holding workers and firms responsible for their o'iTi retranmg needs. 

we ihiposo the costs on those who benefit from the retrainm^. As 

resi>t)h.sibility for feeping worker jskilLs current is transferred from the 
worker to the comrhuhit^', then to the state, and finally to the fede.al 
government, the potential for extcn^alizir;r the costs bf retraining is 
<»xp*tnded; that i^. we tend to iricn?ase the extent tp which government 
intervention itself gives rise to a form of "social pollutibn'* (br an 
exte-nality pfohlem). Frrm this persFKS:tiv.t), tK j exterhalitj' a^U;nent 
for federal rtf^nxinihg is largely self-^efe^tihg. 
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The concept of ^xtentality" has h^cen Neatly expanded over the 
last two decades. Proponents of retraunlhjf pn^ram^, as well as rhany 
other pro^ms^ contend that jf retraihinj? is nfOt^prr-^ ided for 
unemployed workers, tiie unemployed will be forced onto the \VfJfir£ 
rolls In the words o(f the National eommission on Empldymeut PciSy, 
*TTle poiicy-reievaiii question is the iong-tertn e«t^fe^Teife»^ tfeiS^ 
approach (meaninp^ a particular retraining program] versas a pn^ram 
of iricornie rcdii'trihuition" (Cocchelti, Saks, 'ind Warren 1981, p. 31). 
Itthce, so the aorurnent ir^. retrainin^ reduc-es the externality of 
taxes collected tc pay for welfare expenditures, Tfec ai^gUment has an 
appc^lincr rini? and is hot alt^ether an essy brie to answer, especially In 
the absence of empirical work. It should l>e understood, hbweSer, that 
smh an ar^raient is moi based on sbme presumed **maTketfa^ 
Irtjdecd, if there is a "failure'* to be ccctemplaU^, it is a ^'failcare*' in 
governnu^nl policv and admission of the tremendous disincentive effects 
of welfare. 

Additibnajly, then* are several other reasons to be an i oppressed by 
the arjrumiorit. First, it implies that the cost of social welfare programs 
is substaritu4\Uy greater than one miflrht think by IcsDking at the funds 
Ihut arc spirit exclusively dri welfare. The total cost should fnclude 
ex|)chditur<:-s oh retrairiirxir arid a host of other programs designed to 
prevent i^iple from making use of welfare, Iricludirig in the welfartf 
budpet the of all the prc^^rams ehat could tic furided by tfje faieral 
j^overnment ju^t to prevent welfare expenditures coald n«ake welfare 
prohibitively expensive. If the arcument is l^ken seriously, su:h ah 
expanded \ loulation of welfare ^osts sho^uld^ perhaps, enrouraffe a 
reevalnaticiin of the ai^propriaix; ievel of welfare^ Furthermore, those 
who L - this revised eyurnaiitj' arsrument are not willinir to generalize 
It. t^he cmlld just as easily argue that poor peoples bedrrom a* tivities 
hav e an ir^uact bri the p<>pu'»t:'vitf) of welfare recipiti*n;ts. Would anyo/.^ 
br willing to ar^rue that the briJy pG;ii?y-relevant question is the jon^r- 
tern) cos--effectiveriess of govA'^rnrnerit cdritrol df people's sexual activity 
\ ersu"^ a 5)rDgram of income re^iistribiitidm. If it could be sh«own liiat 
abortions ur<> cHcaf>e!r than welfuw payh:ierits. would aiyprie be wiljirig 
ti> arg04* .seriously that govern mepi bpght to get irito the business of 
mjind ' T abortion on the grounds that the only relevant policy 
qnjeiitior the cost effectjvehess of the measure?^imply p<wihg such 
que.^.v* / i: and generalizing the exterrality argument that is tendered. 
IS libl lb be ititerpreted as advocating the extension of goverhme^nt 
pt.wers. It simply stres.se ;he obvious, that more than cast-benefit 
qud^tibris ccifhe into play .»ver the issue of re training. 




Sivoiul. Iht- assurYjptiori behind mear^ment is that any additidnaJ 
feleril cxpcnditurf on rtMirairiihe will be a net addition to the total 
vvelfere budf^et. whereas ini fact a part of the expenditure may come 
from the welfare bcd^et, ir-^plVinj* in some cases a trar^fer from lower- 
income iH'^> )pie who woald hmw received the welfare bemefits to the 
Kiiyhi>f- \nA:iux^ yvdAih. 'A'h^y r^c^t^^^* Uiv r^txzl^w^ henefits- 

T/iird. ainy additional exj)enditure on rttraininj? wil! imply s?reater 
taxt'S md cieficits and the destruction of some people s job- meninmR 
greater welfarv problexn for uthers. 

Finally, the acr^ptance of xL^ externality arifument obliterates 
l»nutson jTovemnvent inuTVentibh in the ectantumy. because a wfeoie hiast 
of other projrram^ from child care to rhedical care. can he justified on 
similar ^rouoids and expanded without }m\iu Nobody cohcerhed about 
the welfare of futc re j^enerations should feel comfortable '♦ith any 
irovernnu'nt that .:ot Hehmited: 

When are ^olr^r to \ezm that expansive, uncorked government 
can be dleprobleiv; in hot pursuit of its own sdution? For myself. 1 am 
quite cornfortaVk' with a wotlfare stai&, one thitt can help the less 
TorUiv,^'.'c a.non>r us. but I avW for siici^ a sitate only if it is Imitrd in 
«r w> to help, Ac^'ordini^ly. m constitutiortal amendment that wMll tie 
; ; r>:-tcFhta^re terrns jcoverhrnehV i^ptwlrL^jf— more specificaliy, welfare 
;.ix ;^i'ui^f--to th^ hatiiohal it.t.ome les^l is to be supported. S'lich a 
prcp' sal has two beneficial effects. It jfives pSIiicyrh-akers ah incentive to 
fo'-mulutr j^overnrT'^nt po:i:.es that ey #^r,;i the nation's ihcbri:^\ The 
more efficient Ro^en oneni: policies are. the )^"^ater tfe^ revenue politi ..a! 
leaders wijl have to prov ide for prcj?ra:rjisj:hat hchefit thejr 
con.v.iluenc'es. Second, the jimitatioms ^^n K«vemment spending wih 
require cotiipetinR welfare claimants, or tijeir represehmi\es. to press 
Ihcir ftjr ai>i in ttrm> >f the n inlirr, not absoOute, ments of their 
pliK§)t. 



rOX('!>USI(»N 

In sumzr to' 'lu ivrj^^urhehtsjcHal there are net social beneffU to 
►xpiMided fvderal jfovei rmienl efforts to retrain distplaced wcLirkors ini 
t.rsretwi in^^^Mtries iike ste^^l a.^^d automoihile are uhconvihcinK, Tfc 
offic ieney of such a proposal is worrisome because it app^are^that the 

market js tolerably weii eqinipped to hattme tfic niitic^ 

heeds. Wrt)?es can adjust upw ard to. reflect the retraining coj^tn incurred 




by workers. To say that retraining cosl^ are ^^high" is n(A to say the 
market cannot adjust, t*si>ecial!y when the hcMipbcr workers »re the 
object the retraining- programy^ If there exists & heed for government 
action, the action shouW be taken by local jr^^verhmehts, hot the federal 
j:u^t»rnment— that h>. by those i^ov- rhrhe^its that are closest ic the 
pniiilerii ara] Uiat c-r^n. the reby, moe^t rationally choose the appropriate 
level of retraining. 

The ethic: : mahv the current { njpcKals are also to be doabted; 
They a|) ar to be another polriical scam desijcned to use the fate of the 
fihrorlEinate ;7oor (who will probably not beni?fit to any Rreat de^ee 



n^raihs* for the purpose of ire.'"^^ting sufficient politfcsl 
' / u pr^i^ram that n ^!^ • ffecti' ely trahJ er tnc^ome, thrrugh the 



jn^v ^ ^ i the et?U'^ii:ohal sysu^m. from Ibwei^-ihcofhe to hu^her-iria>me 
wfyi kers-irom many wor kers v%ro have kept their wagc^ cbrhpetitive to 

work'^'rs v^!::) ha .*^ rot. 
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Job AsM^lunee Network: 
A DisloeuteU Worker SemonslrdliBn 

Project 



BAtKGROUND 

tte Mid'Wiijam<?tt^ JobsC^uncU wastheCET^ pninc sponsor 
s^n inj? Mandn. Po^ and Yamhill Couniies for the yiist eight years. 
The 1982^3 budKet amounted to apppnxir/lately $5 mUHdn and 
provided erh^Ib^'ment and training services to dvef twenty -fi^'e hundred 
individuals. The Jobs Cbuhcil curr^hU^ has a staff approxirnat^y 
forty-five and is funded by the U.S. DepaLrtmeht of Labor. It has i>eten 
desi|?r^.ated as the local administrative agent for fuhSihg under the hew 
Job Trajmng Partnership Act (JTPA). A staff of tweSva individuals feid 
lx^>n hired to implement and ojierate the dis!c:cated worker project 
dt-tscribed herein. 

In 1982 1f^S3, Chemekela Conimanity Coii^ge lad an annual budget 
of •^.t j million, a lull-time fniitruriidnai staff of 190. and served sixty- 
!rv htihdr^H fullHinw equivalent studejits. In audition to its niain 
carhpus 'r. Saferh. the cdlU^gf 'operates four Jutrcach centers. Forty 
percent of its fuhdihgjs » Stii;iried throUfrh local prdjierty taxe?, with 
electidh^^ held yearly. Tw» y-a.? percent of the funds c;/:ne th 
state reimbursement and 16 A6 IS i>?rce*nt frbr« tuition. H •mainihg 
funds are from f^rderaj v9<^tior,a! grants and c<^htracte. 

In June of J^82, t'bemeketa Gornmuhity bollege proposed th^ 
establishment of a center to help some of the area's job ie^ people f ind 
empj(i'jment. The college envisioned a cooperative crs^efcvor of tfiic 
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collejfe; hosin€*-s. ^n.i ^ovfrnrnenl to a^ist the uheinpidy^ ir rhe,^ 
^ieanC'h for jobs,, to aid those who were interested ih startirij? a > uvk .^-^ _ 
of their own, and to help existlr^ businesses expand and Hire c ^ /^^J 
i>^; soR3. Thv propose - 5'eceived thtp ervAi:^semenl3 oxtae S^ii :>r 
Ecbhomic bevelopm^nt CorparaUon (SE ^XreRK Se Salerh £ci>aGrvc 

Development Commission, and the Salem City C^uiici!, wjiich ate 

agreed to fuf^i of^_ f je^tios- Becau:se the new organiratko repre^nter' 
a ciyrrimun effort of college, local ^^- vernment, and private ?£i.tcr 
voluhteenj, it was named the Tinj^r^ tiv e" Career anH Cr^nomic 
IVv<i^^opmeht Center. 

Tlliat September, the Mid-Willamette Job? G)uncil ^'as nc^ified that 
it j^ouM receive a grant of $568,(K>'> frum the? U.S. Department of Laixif 
fo : a demonstration project to 3>?iist "dislocated workers* (i^., thcKe 
u hd ha\e lost their jobs as a re?uU of permanent plant cutbacks or 
>>iire>) ii ' nder th?» terms of tliit' grant, the J^s Eouncti prograuYa 
would draw its clients form specific firms that had pe^nmanenUy Idd off 
large numbers of emplr>eo5 and that would ajrree to participate in the 
pn>K»*^rn. 

Although the origin of fuhdinug and the source of clients •xere 
fiifferent. {nith center and council prc^frams involved substantiallf the 
s^txw lv|)e csf metivity/l'he cr^iircil and Chen ek Community College, 
therefore agreed to merge ttijoir efforts into one center to prtividc l>etter 
service the unemployed. 

The Mid-Willamette Jobs Counci!'^ displaced workers project was 
one of only six demonstration projects in the nation fended tfiroagh the 
CS. IJ^ partment of I^bor U) assist laid-off workers- The project, the 
Jo!) Assistance Network, targeted businessej^r in Marion, Polk, and 
Yamhill Ci)unties that had laid off jptge numfiiers of employees in the 
last year. These three counties, with a population dl approximately 
ihree hundred thousanL. cbhstnute the sea)nd-lanrest ji^ market in 
<)regnn (Her the twelve r7.>ohths prior to the start of the project, this 
an»a*s unemployment rate had f re<}ueiitly excwied 11 perCwut. Massive 

urui fnjti>?irks at ir cnl pulp and paper mills and other 
wi. Uiiifacturing uusinesses creat<Hl a large group of dislocated workers 
in this ari»a. 

The Joi> Assistance i^Jetwork (JANl working in eu iixlinaUcn with 
Chemeke^^ ^''<vr m unity I )llege, offers i] a v^nety of semcer, to these 
workers. IniiitiaA fy. workers were given an orientation to project services, 
•» hich incImliHi gathering? thie iir}<3ividUais" work history and ass**s»ing 
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their vocational skiUs and interests: Jnaividual inter\iew^, whi 
involved more data collection, completed the enrollment proc^: Clients 
were referred to an inndepth Job &are^^ Workshop, during which job- 
seeking skills ibiich as resuine writing and interviewing) were coven^d. 
About twcHihirds of Ahese clients went :^;r^ctly to job placerncnl 
assktahce. The remaining third entered classrwrh training activities. 
The program sequence is sumjharized in a later section. 

Eight hundmi and ninety leitei^ rfVinyitation resulted in 305 
enrollments, for a ^ke-up_rate^f 34 percent N(^rly all of the 
enroUments in the program came from the following specific plants: 

• Boise Cascade, Salem Plant; pulp a paper 

• B; 'se Cascatte, !nd«*j*rRience/Monmouth Plant; veneer plywood 

• B<)ise Cascade, Camp Adair Plant (tri^bi:;niy residents); veneer 
plywood 

• A-Bec, Newberg; dental ecuipment 

• Buddy Mobile Home5. Mt: Angel; mobile hon:e fabrication 

• Cluerdon, Su>tdn; mobile home fabrication 

« Truss t. Wbddburn; prefabricated metal building and 
cdmiwhehts 

• Bould Batteries (GNB). West Salem; sk^rage battfcries 

• Mo^jre Business Forrfts. Salern: man»*^id business fbrm,^ 

• Climax Manufacturing. Newber^; machine tocis 

• Sowa and Sons, Inc.. Wotdburn; well drilling eqaipi«ient 

PROGRAM SEQl r.NCE 



I filake/ A noie^me nt 
The project** intake/ assessment specialists conducted a group 
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oriejalatibn on the purpose of the ^<i> Assustaiwe Network and provided 
ah o\er\ iew of each prc^fam comporienL Afus^ the brief orientation, 
participants had a questioh-ahd'ahswer period, then completed the 
xork history form. Partici^hts were giver, ihstructions for the 
CaHfornia Occup itional Preference Sur\ey tCOPS) interest inventory 
and completed it daring the s^ibh.^Iore leaving, clients were given 
an appomtmeTTt time for taking the Dsiley Vdcatibhal T^t and foi- thetr 
individtia! ttitate interviewS- 

During the intake inten new, infonration w^ gaSered^^^ 

data arid j^t work history W better as^ die client's needs and 

interests, Pa/ticip^uLi were enrolied in the program following intoke. 
All participants were scheduled for the J-ob Search Workshop and made 
an appbintrheht io access the automated Career Information System 
(CIS). ^ 



Job Search Workshop 

Participant wore assigned to a Job Search Workshop, which lasted 
for five days (fi>ur horrs per ^ay). The purpose of this workshop was to 
devt'Kvp the abiMty ic sell work sKilb through— 

• understanding interests, aptitudes, skills, and ^lues as they 
relate to work; 

• developing a gtKi)d basic resurrie; 

• developing a cover letter; 

• developing a job sesu-cb plan of action that included use of 
networkmg, resources^ and the bidden job markeV, 

• getting a foot in the door; 

• practiciwg inter\ ievw»; and 



• identifyi ng ihUrview follow^uap activities, 

Ujwn completion of ♦iie wo^rkshop, partiriptihts ha la resume, a iist 
of tn^^ir personal irahsferabfe s:l(ills, and a knowledj?^ 1/ good 
inter% k»* iHg technlqiir^, Particip'^nts were wrheduled for an 
app<)5ntm*^nt with a rerourre coordinator to dt&cui^ classroom tfatriing 
and///r reft rral Ui the Job source Genfe^*. 
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dassirobrh Traihih(S' 

Approximately one-tiiir ii of ':he clients were larg;eted ^rticJ^^ie 
in shorl'term traininj? progrrs^ms: Chemekeca Corn^mani''y 6olleg^ 
dcu»I<(it>^i tht-:** jiroj^ramii and hired the staff to implemieiit them: Thre^ 
nuiijor gruiup training pn jecL^ were offered in the 2i"eas»>n»lectroric 
techiolr.v^ . *>rnputer operatidnji. and com puter- assisted draftinjg^. They 

mxmu^ j^Li^^^i' r^; Ixx ^Lc^t^W i>» u. l^*t*ijp ua>/*t iiCkr t T*Vui^^ tK«ua tr'aiat guT rvrrurm nrtc 

are the Uk x- ->f ihe data disc»-^seii iin this chapter 

A.*'< n r'V^xsrobm training prdgrarns included twi^hort jthirty- 
tuo ( iav /(<v'j(i /lou'Vsi [/ird'.rams offered at the plant site. Thieir purpose 
Wis [ vi ^'^^u sp' c ine kills. The pn^rams were Computerized 
Nuiiit ri rir.l Cor u\.[ w irect Ntsm-erica! 6ontroJ Machine Qperatian for 
muv 'hu ;ind Jfa»;*w Alloy Section Weiding:/Barning^^ for '4elders. 
Tvvov. \y I AO jiiL^r were enrtjUed in these programs. Th..- project also 
pnaiU*\i L fiiii' slU'ients to enroll in one or niGrre classes ^'^-Jf- 
typifi^TKo ehhiinico existrng: skills or to enroU in adult basic education or 
t:eLi**raI t*<jucataoh dc" e^opmenil ( ABE GKD) proijrariiv Only f(>Mrleen 
individuals Ukif aJvantajye of this opfxirtuhity. 



Job Re^urre Center 

A jiWi rej^nirce an*a w•a^; ut-vek{>t^d in the coik^e's* coan<elii!n\r ct^jiier 
(or Ux* by pn>jVvi»t participants. The (N«>nter h^d a free lonR-distesce 
phurVv bank v-date newspafiens ^nd mj?=razin<?s; city, staas and 
CHouhty j(>h entploymt^nt .sen ice job j.iitiT^s on microfilm; career 

ihformatibh: nt</>lrvational videotapes and films; u iruide to Oregron 
mannfacturt-rs; and ,1. library 'of job si^arch matefimts that pr.niciparits 
ct>uld clurk of}\. The restvurcif uiva wa> ^^laffed tu ;iraviide the following 

• r i> u \ih additional information on resuinifV^ or j*.?J ipplicatiiK s 
^ Practic«» iivu»r\ iewinfr via a?^^ of Vi':^»otafR\s 

• AssistatKi^ with proct junys for tt»iephonin^ cni , luyers 

• Kest^/Clj inK of opportunities 

• ( o..*artl/i,|if of erhplmvors for interviews 
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9 Assistance mih the computerized job bank mati:hihgs 

• Supfxirtive seis ices (e.gr.. tools, work e!^;i;ing, special 
certification. Ucehsing Jrisuranc^'bonding, up to $366; Iccal 

irarisi)6r vtion assista^iee. up to SICK); uut-of-area travel 

^isststance. up to $500; ami reldcxUdn expenses, up to $360)* 

Markeiiiiji: Activities 

the goal of marketing activities was to place partki^nts in new 
jobs. The niarketinf specialists contacted emplpj-efs ami busineses 
thr^d^hoiil the Mid-\V dlsmette Valley to explain ihe^rwam and to 
inform trmpluyers of the benefits of the free referral jervice. Iii 
aidition. tht marketing specialists' functions included the following: 

• BriRKinK new irfornution to Job Search Workshops and the Job 
Resource Center on what skills and attitudes employers look for 
in the people they hire 

« Working with resource oiofdinators and staff to e\^juate and 
scref n pro^rjtrn participants for referral to job openings and/or 

shcrt-brm traih;ng 

» Arran^nii: for reffTirjl of pairticipahts to ernpioyers for 
interv'ieu ^ 

• Fdllbwing Up i?h employers sfter a refcTral h;:i£ Leen 
intervieweii <)X' wired 

• Working wJth tr ipldyers to determine thc[r sta'f Jie^s and lb 
assist in ^etr'nr ur> training proigrramis to meet those needs 

• S^)eakin^ to ^t^ ^.^ • mplby-'^r- enc<ftjrage tbetr tc wort 
with the Job A^-y NvV^r^ iX> fill their staff vacancies 

• Arranging advertlsinfr and pro^ihotional activities for the 
progrsin 



fhe v^arlicifwil^ fftiet) in of cciru i?) nn urtivit^, or U> l^^in of contmoe to 



A rdmj»uterizttJ it>i» t^nk uas developed ^"-d maintained bf the 
marke'liriK staff ami was usk.;1 for matching' r rticipsahts to job opei^rngs 
and for iar^etihj^ marketing efforts. 

IDENriFV ING TRAININU P«d(iRAMS 

Follovving notification of fund availabil'iy and fDljowing the 
dwi^ioh to develop a cooperative pfoj^t, college staff l^gan vsdrkiag to 
Weniify pcRential training areas. Chemeketa C<)rmmuhity Collei:e has a 
ri*st»arch and development unit \vi^6se r^ponsibUvty it is to participate 
in both short-arid Ibhjf-rahife plahhihg* This ciepavrtnient cdprdinates 
closely with ihe Ure^ofi Uccupatiorial Information Gobrclihatir^ 
Comtrjittee. the Brej^n State De^rtment of Education* and other 
r?jRencies and Kroup*; providinjf labor market informatiom. The college 
nrt*\v tr»g^ether a committee of jnstnictionaj. student services, and 
administraiive staff to assist in identifying? potential trairainic ar^ss: 

Si'%t-ral areas were idemtifiied as h4»^ing good potenti*/ 
plactwent of program completers. The erommittee then inv t , >rted the 
j)ossibie moclificjition of curricula, the availabilitj ^t' instructotr-, and 
the avaiiabilily of facilities and equuprnent on campUs. ThfdUjth 
roordiniation with department heads, three training areas were seJected, 
The areas identified for trsinihg were in electronic techhblc^', 
computer i>jHMatiori.s, and compuier-assisu^d driftvrifr. 

Klectrimic T :*inoiogy ^^as a .iseven-month iPtemi V?? training 
pru^^niw designed io prov ide entry-Jevei skills into th^ tTield of 
cic'i'ir\-nirs. Trnirung vtas st»l^pai<Hj. tuiliz^^ Kiit modules and 

practical train'. / in the electronics lab. The c\im was fiilaffed by a fuil- 
tiffne ihr IruvL'ior irKj a tt^achihg assistant, who covered ut'JI the 
mrricwliaih arv*as. Classes m<ot fcr upproxirhately thirty hbUN week. 
Class sizzes rangt^ from sevehteeh to fnehty-six students. 

()f tfu^ three gn^up training projects. Eltectroriic TechrioiiH^y Wiu ih<l 
only onic that was nohcn?dit: Students wishing to ehrbli in the secbnd- 



i4h<l ;.n»Mri'r <!*nivOprh*Tif gTt>up» in thr community snd h& forty thw setive m^i^ry 
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year projn^ demdnstrate their subject master competency 

thr i^h -i seSes (^i ite^^s, t'ouiSiev brk shd estin^ated contact hoUiS were 



AC Elecircnics 27 

DC Electronics 36 

Sblderih^ 4 

Printed Circuits ^ 3g 

St micond actors 54 

Circuits 108 

Test Instruments 168 

Electrbhiic Communications 36 

Distal Techfii'qi^ 72 

CMOS 54 

Microproc^sors 72 

Basi^ FroRramminff 72 

Mtcft:prdc«*«6r4«»rfactf 126 

TOTAL 8^ Roars 



Of sifrntficaht importance wts the identif^^fem of program 
oafccomea for |mrticipaj\U The followinir raiiire of career and job 
opportanities wa* potentially available to faflicifwtnta wis? xrpnvptetpi 
the trainiw ^^clwiicians in research and d^«lcpr.*ent, maniifaeturivig* 
field ser^ice^ education or industr^ 1 rnaintefistnr-t iajei and iervec^. 
quality control, and manaKcmenu 

Compatrr OperaUona 
f m fouf^and a half-month traininir program was designed to 

SB 

EKLC 



i)ro\ .siu<ifnts Willi u general backprround in clerical lechnolojry and 
in the operatiuns of iar>re and smail compuiers and ^:vord processors. 
Individualized class schedules were develo[)ed by an 
instrucibr. coordinator. Class sizes rahjj:rf from twenty-one to twenty- 
nine stud.ehts_._CorTipleter.s were awarded forty-two to forty-six credits 
(Accounting II was optional). The classes and credit hours were as 
follows: 



Business Math 
Business English 
Husihe.ss Writing 
Intro :o Data Processin^r 
Accoijntin^r I 
('oniputer (Operations 
Transcription 



li Intro: Calculus 2 

'A Business Machines 3 

:i Typing I 3 

8 Typing: II 

4 Word pHKcssin^' 

5 Microcomputers 4 

8 Account injr li 4 
(optional) 



i^ro^rani outcomes for students included opportunities in the 
following career areas: s^^cretary. a<]rhihistrative assistant, office 
mana^^er. tJata entry, computer ojxTator in a cbrriputer cer>ter. 
purchasin>r, tra\el a^ent. receptionist. b(x)kkeei)er» .sales, and ihvcnt-ory 
control. 



Computer-assisted I)raftin|2r 

Compiiterassisle(J Drafting' was a four-mnnth trainin}?' projrram 
utilizihvr computers and other technological eijuipment to oreaU\the 
d<KnimerUatioh for drafting j)rojects. The class was staffeii by a full- 
limC instructor and a tt»achmK' assistilht. Classes met for approximalt^ly 
twenty-fou_r hours per week. Cla.ss sizes ranj2:ed from eleven to fifltH'h 
>tiidrrit>. Two additloria! st^iijrals were in the classes bill wen' rnvl in 
thv (iislocated worker pn>>rram. I)at;i are not available on these tvvo 
slucients; 

Twenty-three credits were awarded to completers; The class 
schediile and credit hinirs were as follows: 
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• April 4 ' Ma> 1.'^ 



Typing: . 

( ntro to Alpol)r;i S\ (u-omelry 

tiraphics 

• May 10 - June 2\ 

{'ompuler-aidtHl (ira j)hics t 
A(lv:ihct'(l C'onipiUt-r Draflin^r I 
Draftin;? for Electronics 

• .luru* L!*; - Au^^u>t 12 

Aiivanctni (L'oniputer Drafting II 

rAl> Pipe Systems _ 2 
I)raftinsr Mt-chanieal Dt-siiL'-n _ ^ 
(Hiective w computer application) 

Pnj^'rahi outcorries for students included opjH>rtunities in tjW 
follciujHk' career areas: metahcurkinp. electronic drafting, eivil 
(iraftinjj. arvhitectural draftinir. and cartography: 

TRAINKK SKLKCTION 

Within the network structure, the intaktv asst^ssmeht sTen ice sxnil 
was re>i>onsihle for conductinj? orientations and completing assessniem 
of dispUu-tHj workers interested in participating? in the program. The 
main (ibjeclives were as follows: 

• To providt^ participutUs with a full exj)lanation of servictH 
available to them 

• To pnr. iiie ohe-oh:one counselinpr to cojiect past work history. 
jKTsoiuil datii. an<l v(k-atiohal information 

• To asM ss inleresL jroats, skills, and abilities 

The assessmenl hatteries comj>leted by partictpants included the 
Dalley Vocational Test (technical arid scholastic), the college placement 
battery: the Talifornia Occupational PreferehctvSurvey (COP^ Interest 
Inventory), and the Tareer Informatioin System (CIS). Participants were 
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t'hniura^iMi in iii'linv ii reali>tac caree-r p>al and to dexeloj^ a plan of 
action. The :i>>o»nH-nl huUt-rit^s ^^-i-^ed as a )^uuie for >t-!ecun]:r 

Inierest< 



Tfu-re is :;i j;»osUi\<' :a>rrft4ation between po^iple's iilllivsls. ihi ' ^<^\^g>- 
ihvy iikc- do. and juh sati-^faction. Uarini:r.orientatibh. ail nx^lvcai- 
I'RroIkvs completrf the ralifoniia Occu|mtiona] Preference 
U'npSj Inleres: ImvrMry' and v. ere asked to identify two or ihti^ ^^^^ 
intere>i ari-as from fuurtei-'^- ^occupational clusters. THefreneral iniei^^t^^__ 
categories ^vt-re professional and skilled science, prafi^ssional and.skilk^: 
tecHhoio^y. Cimsumer ecnnt^nics. outd(X^r; professionaj and skilled 
business. cleHeaL admini>tratiDn. prufe^sionai and skilled arts;; and 
profess.v.>nai and skilled st^rvice. ParticiFiants were asked trMJefine the 
<lc>:rt'e of interest >nr disinterest they had In the various oi'cupationa! 
ac-ti\^ties reflecteU in 1H8 statements. 



(Vnct individuals defined the kinds of work they liked todvj. the 
next step was to i(tok at possible work opiions. Thei'areer Inforniaiion 
Sy-tem (i'lS) is a computer-assjst^d activity desijrned to help 
individuals (iiscove^ possible occupations that are cbrhjmible with their 
fH-rsiinal preference and abilities. The Quest portion of CIS is cbrh|xised 
of twenty-one questions that relate to participants" interests, abilitieSv 
and other ciftHT preferences. lx^m> co'vere(J by Quest ;H?rtain to the 
nature of work, abilities, e(iue;ition and tntininjr. work!irK^ci(KKliUons. 
and w(»rk location. Tfie program M^ns throuja:h several hundred 
iK-eupatiohs. this information system is idr^at for career plarininjr. h 
desik'ned to be use(] with a IMS r^rr's Handbn()k'^and with reference 
b<K»ks of oi'cU{>aiional and etiucational iytformalir.-'n. Durin)? individual 
apf>ointments with the intake sfH^ckibst. each rKArticipant compleUHl the 
sidf-adniini!^tiTe(j TIS a(^t:\ity in forty minutes .ami discUssiHi two or 
three can-er areas. 

Ajititades ami AliilUies 

liVr ifiiiiai 2M} enroiiees iTvmpietjeu the nsiicy ^Vxraiio-naS Tt-^t. This 
te.;t cdhtaihs loO multiple-choK'e questions measurinj? knowledge and 
al)ilitie>, and cah_l)e administered in ^iixtj'-five minutes; MinlmaUirrie 
is nee(ied by stiiff to scon- und interpret test fcesults; The (^u^ stions are 
desi>:ne(i to pre(Jict Ivoth iraihih^' and occupational success skirlrd 
traiies and technical occupations. 
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TluTe ;irf >v\i'h ^\iii>vVrrK*s for i/Iectncity. efe\tmh,ics. mechahicai. 
?icit:-nres; untnnu'tie: ulfjvhni, umi \iK-aibii!ary. and cdm|K)sile scores for 
fltH'tricni und nu'chanirai abiiUy anol schofsstic spiitude. in the mnlext 
ui th<» Job As>ist:inct^ Nt-ivvork. thi» test served as a tml to select 
jwirenUal rundidau-- fur short-term traininpr programs in hij^h- 
ti'cfu^vluiry fi<.dd> n\t-.. eloctroriic tt^chnolo^y, c(jmput^»r opt^raUons. a.nd 
tM>f7ii»i.iU'r-:i>-istt;d (iraflin?L A jHTcl-ritilt' scure of 75 percent or alK.ne 
uu- i?i(iu'atiw^ of :^L]ffio';ont aptitiidi*. 

Kr;rMi!ft*^ <t'xpro>sih>r an ihUTi'^^t in any of.the .short-term irasniihK 
j)ro^'rani- u^-n* reft»rrt^d to the colie^re couns<*Iihp__cenU*r Ip take the 
('hc»nscki'Ui P!arv men! HaittTy, All students onroJled at rhertiit?keta 
t'omniunity r*?Ue^e and who take owi six credit ho'ar^ are required to 
take the ci>i!ejre ptecement l)attery: Tf;e te^stim^ coBsists of three parts: a 
thirty-niiruue reading test; a furty-minute Eni^lish iesi. a ten-minute 
siK^lliriK' ie>t. and a >i\ny-minijte math test. The battery is administtTed 
anti M Mfi'd li\ th.f 'ruun><^)in>r service m a prroup testing basi^^. 

SereenihK Commillee 

A srreeriinK' ctimmitt.-* 'a us estaUIishii'd for t^ach of the three 
li-itVuin^ pro^r:trn>' Coriitnjttee mernlH^rship consisted of the netviork 
[•Vwject coord inat^^jr: a network resource eoordihator. the instructor for 
the pny^'nirn. and the d:n'ctor of the C<X)i>H*rative t^areer and Kconnnni* 
lK»veh»ptnent Center. The purimse (>? the cornmittee was to review 
a>st»>.sr-u-nt daUi and interview information in orier to select 
aF^l^rot^riale apj>lieanl> for training. Test >cares vtere u:4<xi in 
coniHinutron '^vilii intervie^w ihfortnatio''^ 

Hue lo tHi' short-term hatijre_of t rairun^, it was mM:t»ssary lei 
tvslaxSli>h. eri^lry-u^vel eriteria, as there was, 5ittle tinie for rerru^lial work. 
T\w vr?^ideiini--<« vii<v\vn irh Uible 7-1 were. established to ass^ist in 
id**ntjf> i^jr apyA^^'tkprilfitt^ applicants for the thn^ traininK- ]iroKrams.. 
Fj\cK^r?< Mtc\\ as ihv niibvitiuars ai)ility to supi)ort himxH^lf or hers^^If 
firianv'jaily uere aSso cv.^nstdered in rMHkinjr the final selection. 
Af»piieU!ri,t> ^vho were interested hut fuul low scores were Riven an 
opfKM'tnnity to prescfii additional information to the committ^H^ 



Table 7-1 

ENTRY^EVEL CRITERIA FOR etASSRGOM TRAINING 




Interests 

COPS^tile Tect)niCuls((ills=J5 

or 

ClS/lnietvievt' Iden^fied relatd 

area is high interest 

Aptitudes arid Abilities 

Daily Vocational - . - ^ 

and/ or 

History 6 fnonth's related 

electrorii^ifixpeiience 



Other 



KM 



Business skifls=?5 

...or 
identified related 
areaasS§frintefe5t 

Imik related 
office epfience 
arid 

Type 25 svpiti 



Technical ikjlts=]5 and 
Art 

or 

identified related 
area as high-iiiiterest 



lechanical=?5 



6 OTttis related,, 
experience indfsftirsg 
dmithijlueorints 

and 
Type 15 w 



Goiiege ?Mm\ 

Reading Gf5de Level 
Math (raw score! 



Green 



5 t 
18 + 



8.0+ 

N/A 
9 + 



8.0+ 

N/A 
9 + 



Summary 

Ifi vt \ii irivr iiaUi s.ri par-tic'ijjants vv'hw tMitt'Kwi .traihih>r \t-r>as ail 
Itri'irrarri |..wTifipant-. tiicrv arr 0>i^r ^^ri-as in U'hirh the fuirticipant 
<-fi:iirartrri>tic> <iifft*r\-«i ruital)l\ . v^iiHoLW^rH anly IS.!* f)tTcent of ino total 
{^«.p[i!at;on \\a> ft*fnau\ .j-^'na-nl of ihv fniinrt-s uere foniales: 
{\'r-.ur;- fivrty'f:\r yrar> i»f a^re and oKj^rr vk-ore ny^t equitably represented 
j?i ■ ^'ai^unjj- fvn^j^-ran^. ^ ixh ^l^.-M ,pfiTeent over ufty-f^mr in the pro^riim 
air*: <^?il> Vl^^ litTfi-'tn m ^■raitu/^I^': '.Stirjjrisinru'Jy. more thitn tu-jee as 
r^ahv -n^v^!r j^.a-»-ro{s vei>' irai^ii;rj^r a> weine in the total pru>rranK 
N< Mfiy {r^imvx-- n^^*;/'!' 't?r}eniployniie:nl t7»mp^'n>;jtiorii reeipiej)ts, as 

in hM»k;r!^ at ]i MtU'^lKim. iiulXi On TnUjjj/r;; dn>|>()ijls. si:»\(iTal areas 
r:u-e ^■<'?U-ern-. The |>vm^^te]^^-e ii/f Hruima> mrr the a^^e of forty-fi\e 

higher, i H the UvtiisvSr)^ i;lru|§^uts, is^^J.T {^ereeirU were economically 
4!i-ad\aniav'<*<!. ^^i-v/va-i t/nJy IL^ |i>^MVeinii of the ori^rinally enrolknl 
lra:nfr> -Afn" tn ;h^s eatvirtiK-. Uf th^e .tiroi;x)Uts: [K^reent \Vere sinjrle 
^i:u'enl>. (M»ri/tpar«'d>>w)i^H jH't(-enl i;*? the total trainee ^ruup. Only 
L7 jMTrerji nf itu- ^fe][;K\im> ttfrTr in<iivHju:ft!s li^inp: on their own. 
Airhnjj^fi tile ^afn{f^^v ^i^- h (mrh' \im\ioii: finaneial status and fannly 
-i/r ruav- have ^anm"' l'>om'in^ '^m the proprram <iro|Hiut rate. 

A- of :;o Se|>^enjiH^r <)0 perei^nt of ail program erir<illee> had 

heel; pJat'ed jH joh>. Thr' av<'raK<^ \va;^e at v>hu'erTH nt $1/^2 \H*r 
hitiir. T'Ur pri projeci :iivrrjL>re sv^x^v \vA(l In^-h S\\)}i2 ^kt hour. Although 
Wi' uap- at plarernent u a:i. uhly ^^1* fxtTcehi of the prej)r<vj<*t't vva>re. it 

^'on-idiTrd >ati>faeror\- in vjew iif t h*» hi^h unemployment ratt in 
thr arfi and xHv reJ^nUve lacfc of uiiion arui otht»r hi>rh-p)ayih^' hhie- 
(•nilar It wa^ alMJ c»onsiderah5y Hi^rher than the ua^e at plarement 
of iHoM^ ifMiiv idua!> ser\ed undf-r ikv VETA Title VII pnj^rrani 
n|)erate(i prt^vmu^^ly hy jhe.Ioh> ('oiMu^ii; For tfioM* individuals, the 
avera^*-e -Aa^^e at pliJin tnes^t v^,,u^ Ji'jH |M»r hoi,)r. This differenec* ttiay he 
at least partially atJriixited to the fiifferirii? eniploynient haekirrouhds of 
the t >rro!jp>s 

With traininp^ eomph'tion >o elose to ihv end of the pny^'ct, it is 
diffir uh to avNex^ \ho effeei vene.ss of lrairlui)C sis measun^d hy increased 
pla('rrnerit>. the rehuiori of traihihp^ to pl;ic'(»meriL iind the wa^e at 
plaei'Tiiii-nt of traimri^^ eornp|efer>. r^f the indiviUiKils enrolled in the 
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Iiirfv ffia.io!' irii , fillip |'ri\'t'i'i-^- 5»i jK:^rr»'rit 'tv.ul iH-x-n \)hi^i'{i us of 

Sf ptvrrii/cr. Jtix.r uw-raj/f '^u^r U! Jihii-i'fr.fii: ^T.VJ. [kT liuur. This 

an aAi^ra^r <>f jR-r hinir rnWrc* thajr trlii-t* lii-^i ni»l ^li 

t!irni:jj^i: traiiM'ruv U •.^n;iili in* r;'i'i:*^^->ary tiMi>t a f<>:" -uji t-valuatiori Lo 
(it'tt^rrrjir.r iivf u»rv^t'r'??i ffftH't^ Ir'airiiriir nri Aaj^jW'- ami nn Inrij^-tiTni 
e'^iijilitv ,,ty. ![-or iraiiv itiuai^ h<i v'r»njIirU in nii-t't'!Iurit'o-,;> 

!rai?:ir:^r j^r^'^rrarTi- i-i;rri a^ \\\'v XfUit-r aini i'N(' rijarfi i ni>t training;, a 
.>» ; w/i'-cffit f jfai-fMifTil. rau" ^^a^ a<.'r^"^•<■'\^^3. A^^ain, nw.j^t uf iru* trainin>: 
[jnn^rart^-^ At-fr Ciiriifilt-Vrti -iinrtiv tK-fi:,rt' tfu- t-rni nf ti.r jirt^jt-rt. it i> 
ii'.i{ir\ilr 'in (irav\ aTii> cnn !(i-:i<PTi- fri/r!:: th;-^ irifnniKttiijn u itr.niit Juin^*' a 

I raininjr IVuKnim>: 
( ompU*ter> Vi*rMU> N(nu onipU»ti»r> 

Tai^r 7-- (ii'iaslini [fartii'iparU data fnr tht- f>ru;^r:r.Tn and 

>[iu\v> par! U'lpiuil (i;tiUi fur in<iu idual^ v\ [lo tntrrtMi tlu- linri-t* l^a>ic 
traiiiiri^'' pnvjrr'ari':-. v.t'll a> for th.oM- u Hu iiropjH-<i aul of ihf ihr^'f 
\\ri^.\\' traiTiirjf^ proj/rarn-'. 

Apr may nr k factor for trainiripr pro^rrani cornf>h-tiorj: f)ata on apes 
iif [ll^^^^^*'arr. roriiitlfitT> ^ "r^u^ nont*orTip!rtor> ari- n^fk-ct^-d in la[)!t- T-'^ 

It -h<t;iid Iw rmtrd tfiat. tTf a\*Ta^r avr** of fuli-tiriu' >ludi'nts al 
rhtTTit-krla rornriiuniiy CulR'^c i> appr(»\irnatt'l> t\^t'niy->i\ yi*ar> old. 
Tfjt' iiKi r'AiTi' li^i' nf studt'nt> ID thf thnu' training propran^> was almo.sl 

< nniph'UMS versus Ni»n<iimiiU»ri-v.s 

-hi I.', h i»: lahlr T J. f fir .iViTa^M* rradjn>r vrr^idf-lt'ud of >tii(lrnl> 
in tfir tiirt t' jj iiro^:r:irn> ua> iuj). Thf a\i'ra>:t' rt'adiriyr ►rrad<»-l4'\t'l for 
full tjna* f'olSr^i' >tudrhts t;htfrihvr riii'fnrtvi'ia (Mhiniunity ('oll(*>:i' i> 
!♦ >. .'Uthoii^H r'.'> -tatistiral (*oriipuf;itii»ns wcrt* mailt* u.sjnvr tfic data in 
t.wi.It 7 5. a ..;.r ^.;ry T Nan.;:.a'.i-:; laJrIt irwiit^att ^ ihat f^u patN rr; 

fmrrKf > to (i i>f iri>'in-h co rn pic t('r^ from nof)rorT^pli't<'r>. 



Table 7-2 



CHARACTERiSTJCS OF ALL DISABLED WORKER PlROGRAM 
PART5CIPANTS,CLA^SSR00W-TM1NLNCLPARTICIIPANTS, 



CharacterisQicJ All 

- - Partidpann 


All Partiopahti 
Tramiog 


1 I 04 1 HI 

Dropouts^ 








70 




SEX 












F f ii ! 6 


18.9 


29 2 


2*5:0 


AGE . . 


16 21 


i 8^. 


1 .D 






22 44 


75.2 


Q.I ^ 


/ D .U 






1 7 9 


1 n Q 
1 U,o 


ID./ 




55 ard over 




1 

J, 1 


O.J 


t UUL^ 1 lUi>i . 


School dropout 




6 IS. 






H S g'3d eqii valert; 










no post-HS. 


57 g 


CDC 

bob 


bu u .. 




Pdit MS attended 


*)Q 1 


35.4 


50:0 


PUBLIC ASSIST 


Receiving AFDC 








ANCESTATOS 


: or SSI 


2 a ■ 






ECONOMIC 










STATUS 


O'lictrjud niaged 


45 7^, 


41.£;% 


66 7*^. 


FAMILY 


S.ngle P^Yi^r.i 








STATUS 


Parent m 2 parent- 










farniiy 


69 9 


47.7 


25:0 




Other family mer^her 


19 9 


230 


25 0 




Nbndept^hdent 










ifuiividutf ' 


IG 9 


9 3 


16.7 


RACE . 


Wh»tff (-Mot Hi!»pjr^irl 


90,^% 


95:4% 




ETHNIC 


Minoj ;ty 


9,9 


4 6 




V^TtRAN 


Vetf».'an: Lotal 


33 1% 


23.0% 


33.3% 


STATUS 


Viefuni Era 


18.9 


154 


16,7 


HANDICAPPFD . 




3 b\ 






OFFENDER 




7 7% 








CGV?£NSATvG?i 








CLAIMAhJT 




79. b% 




100% 



*EsttmatPci porrentacjes. all data not available. 
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Table 7=3 



DESCRIPTIVE STATISTICS ON,THE AGE OF 
CLASSReOM TRAINING CSMPtETERS Af^iO NQNCQMPtETERS 



Statistic 


Completers 


Noneimpieten 




in = 50) 


{n=20} 


R jnge 


19 52 


2559 




32:5 


39.5 


Median 


32 


37 




28 


37 



l'(*mp!etiori Rates 

_____ — « 
Tt'st >t*ort's (*n :;it' Haili^v X'ot'atiohiil Test an(i collejre placement 
hatter\- and level ef intere>t ;ds exj)resseU m iho COPS interest 
in\erjtr*r\ do n(*t apfn-ar to correlati' with the individuals' ability io 
rortiplete trainin^r: Hatht r. Victors Umi are more subjective and difficult 
li» ]>rt'd!ct or measure eome into play. ()f the >eve.nty individuals ' 
t-nrulJed in the thrw niajor training projfram.s, twenty dropjKHi out, 

in>r a?i avera^'e v ompletion rate of 71. ! tKTr-:^nt. Of the twenty 
drojH>uts. Niv left within the first month, two vvithiri the Mrohd rhunth. 
five \vithin the thirti rruinth. six Within l';je fourth mtohth. arLd_()he 
within the fifth niimth. Reasons Hir (Iroppihx? out (mh- Lkble 7'5| w«*re 
(ilitaihed tlirou>rh a review (if ^:he file and a diM'Ussion with the resource 
etxirdihator and the instructor. 

IMIM-H A HONS FOli THAlNfNH IN 
IHSPh.U KH WORKHK PRCHiRAMS 



I(ienUflr;ilion iif Traininic Projrrairss 

(Her hi* ^H'rceht of the parti(Mpants vnroileti in thv pni^rarh 
expresMMl ar^.ihitial interest in traihihK. A wider variety of traihini? 
options would undoiibti'dly have resulted idi more trainees Of 
particular •nt*:Tesl Wf.'re miniproKrams or Sp)j2^ie-coUr^e iriunitvj?. two lr> 
six weeks in ientjti'th, which wouUi enhance vxislin^ skills, Thv Iwo-wivk 
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Table 74 



WEAN ASSE^ENT ff-ORES OF CL^ROOM TRAINING COMPLETERS 
AND (JONCOiLETERS, BY TYPE OF COURSE 



i 



Teit 



Course 



Electronic Technology 



Cotnpater Openttpn; 



III— I I M l iiIMWImIm^I OS ' - I — i W Hiil H igi ^■■II M II 



CAO/CAM 



Interests eSPS 



Busine^ skills /iile 






57.0 


67.9 






Clerical skillttlSile. 






' 71,6 


•81,0 




■ 


Technical skilled %ile 


63.0 


16.0 






68.8 


88:1 


ArtsJ(illed%ile 






- 




■87:5 


61:0 


Aptitude and Ability 

Baijy Vocational Tot 














Electrical %\\t 


28 


66 


60 


56 


75 


70 


_MechariicalSile 


73 


60 


36 


42 


60 


■ 79. 


Scholastic %ile 


56 




48 


37 


58 


65 


Reading Grade Level 


16:6 


10:7 


lfl;8 


10:4 


10:6 


10.1 


Malh (raw scores) 
Red 


10.4 


14.2 


15.1 




12,0 




Green 


20.5 


14.6 


18.6 ■ 


i6.3 


20,4 


21.3 


Spelling (rasv scores) 


ii 


ii 


12 


10 


12 


14 


English (faw scores) 


19 


20 


21 


18 


19 


19 



106 



Table 7-5 

PERCENTAGE COMPLETING CLASSROOM JRAINING AND ' 
REASONS GIVEN FOR DROPPING OUT, BY TYPE OF COURSE 



Technolb^ / 



Course 



Computer 
Operations 



CAD/CAM 



Total 



Ern oliment 



26 



29 



15 



78 



Complete^ ^ 
(Percer.tagej 



18 

(69,2^b 



21 



n 

173.3%) 



50 
(71.4%) 



Reasons given for 
not compfeting 

Left to take ic^ 



11 



Left to sia-T 
os^r. buSH^ess 

rarn:ly pressure 

Health 



G 
2 
5 



1 

d 

2 



e 

Q 

b 



2 
2 



A ::jdemic 

studying 
too hard; r^TC.) 



i SC use program for machini.sts and Heavy Alloy Weldinj? progriiin 
U\r \V4»l(j(Ts aro exumpios of this typo of training: Glose attention to 
sjH'cifir industry standards and new tcchnoloj^icsxl adaptations can 
nuikt* this a valid nutans of improvin^r employabih'ty. 

l)f |*rimury ir^poriuntv is the identification of train^njr proprrams 
that will result in placerru^nt of com.plet>t^rs at a vvage rate that dot»s not 
sul)stahtial!y djrnitush their living: standanj. Former tihion workers will 
hot work for ^ I.OiJ per hoUr— at least not while fiill unempTpyment 
benc^fits are avaiiable to them. Employrrieht opportunities that result . 
from training should be available in the local labor market. Few . ( 
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p)articiparits indicated the ability or willingness to relocate. At this 
tinuN less than 10 percent all participants placed had left the area to 
ubtain employment. Half of those relocated within the state. Home 
^ownership, family ties, and spouse employment prevented many from 
eonsiderinjr relocation as an option, 

A follow-up system is necessary if evamatioh is to provide feedback 
for prbi^ram continuation, direction, and improvement. An active 
advisory committee that will conduct regular program audits of 
uurricuhi, equipment, and (jUality of instructors, coupfed with feedback 
from graduates arid their erhployers, is essential in order to identify 
training needs and mee: labor market demands. 

Sefeetiori of Instructors 

A key elenient to the success of the^ program was the selection of 
the iri.structors. For two of the prog^rams, the instructors were regular 
staff mtirribers: only one instructor was hired from outside the college. 
The philosophy of the collepre involved making a commitment to short- 
term training and releasirig regular staff without threatening their 
positions and tenure. Iri Oregbri, most community^llege staff are 
unionir.-d, .^o it was necessary to formalize coritrM|ferhis was not easy, 
becau'.se training programs did not follow the sarp time schedule as 
college terms, nor did they observe the same brelk arid holiday periods. 
The .scheduling of facilities and equipment, ordering of books and 
supplies, acceptance by other instructional staff, and conflict resblutibri 
seemed best facilitated by regular staff. GlasSes fan more srhbbthly, 
with fewer complaints from students and ail other college personneh 
when the iristrUcUjr wa.s a regular long-term staff member who had 
both knowledge of the system and credibility with other faculty and 
staff 

Instructors who took a persbrial interest in the students, m?de use 
of outside resources, and were flexible (yet provided structure through 
scheduling) had the most success. All iristrUctors were involved in the 
screening and selection of students, and this process was very valuable 
in helping them understand the backgrbiind of the students. Iristructdrs 
were then able to adjust their curriculum and teaching riiethbds to meet 
student needs better. Instructors who took a personiil interest in their • 
students and were flexible in their apprGacli had the most success. Iri 
cases where .students attended a variety of classes taught by diifer^^^^ 
instrucU)r.s. the program was facilitated by an instructor/coordinator. 
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Facilities iinU P]qUipmont 



Luhs in tiatii proct?ssing: and electronics were iriitially overloaded 
for the re>ruiur one- and two-year projjrams. Durinjr tlic previous spring 
^leriii. space wa5 so limited that the collej^e had to turn away students. 
Students were served on u first-come, first-serve basis. Department 
heads and rej^ular instructional sluff were resentful of the fact that 
shorl-term training: students would further crowd the facilities. In the 
computer operations prbjrranh schedulini;? of lab space was an ongoing 
problem, and everiihjrs and weekends were used as lab times: The 
dedication of facilities and equipment for the short-term proprram was 
facilitated because of the college president's commitment to short-term 
tralnin^r. As all three projjrams crossed over into the summer months, 
lab time became less of a problem. 



Keiristration. Accounting, and Record Keeping: 

The rej^istrar s office did ntrt>te£s=e-S5'stems in place for enrolling 
students in classes that did hot fit the quarter system. The business 
office had no sysleni in place for billing tuition that did not fit the 
(quarter system. The bookstore had a cohfusihg variety of ways in which 
to order and bill for books and supplies. Short-term training programs 
did not follow standard college terms. This fact raised a number of 
problems: such as how to register students and how to bill the project 
for tuition, books, and supplies for students. There was a lag in getting 
students registered and on the c-omputer^ which caused problems for 
three of the students who had applied for financial aid and were not 
allowed to receive their financial aid package until they weri? formally 
registered. Several meetings of college and Job Assistance Network 
staff were needed to develop a process that worked for all parties 
involved. A written process will be prepared prior to the end of the 
project to facilitate future ventures. 

Training costs for the three rhajbr training programs were difficult 
to estimate. The college originallyjndicated a total cost estimate of 
$195,439 for the three programs. This estimate included costs of 
per.^onnel. materials and services/and new capital equipment. Tuition 
costs of $180 per term and^ll student books and supply costs were 
covered by the Job Assistance Network. Estimated revenues from these 
sources was $40,000. only about 20 percent of the total program 
estimate. Future training programs should have standard planning 
guidelines to ensUre rhbre accurate budget estimates. 

■No, 



i*artiri|jam IlackR^ounil^^ and Abilities 

In cdmparin^r network parlicipuhts to jmrlicipants served under 
regular Jobs rouncil pro>?rams (i.e.. CKTA proKraitls). the following 
difAMvnccs are noteworthy: 

• Network partici|)ants. oh the aver^ .^^e. were older and vvere 
predominantly male 

• Only half as \nany network participiints were sehool dmpouts 

percent conv,?>ared to 25:8 {)erceni;) 

• Only 2M pervent ()f the network f)articipants were on public 
assistance cohHKiivd to 20.8 percent of those in the regular Jobs 
Council pro^rrains 

• Fewer network partiei|>ahts Jived iridejpendehtly (10.9 percent). 
c(»mpare(i to the Jobs Council participants (4:^.2 percent) 

• Twice as many network participants were veterans VMiA 
j)i»rcent compared to 15:8 percent) 

• Only a third as many network partie[i)ants were listed as 
handicapped or offenders (il'A percent compared to 22.1 f>ercent) 

• Five times as rriany (79.5 jiercent) were unemployment 

comjR^nsation claimants for the network participants compared 
to the Jobs Council prbgrarris' participants percent) 

Experience during orientation arid assessment revealed that less 
than 5 percent of the participants experiericed difficulty reading the 
tests and Inventories administered as part of the assessment. Of the 
participants. 8^5:1 percent were at least high school graduates. 
Individuals who entered the three training pri)grams had ari average 
reading grade-level of 10.6. nearly one grade-level higher than the 9.8 
grade-level average of students entering two->-ear programs at the 
college, this was also considerably higher than the suggested minimum 
reading grade level of 8.0 for college vocationaj courses. 0f the tw-enty 
studeriLs whb dropped out of training. only three indicated they were 

leaving for acaderriic reasons. Although our sample size is fairly 

limited, a nee<l for basic education skills was not evident in this group; 
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other 



CloM' r<>4jf(iinaliuii u iili ajronoius thai ('(illot'i (K'cupaliiJnal 
ihlofUKllinn arid rrtiployttU'tll slalislics tiiusl Uv achiuvod in order Uv 
on>uri' thai trairiiri^^ pro^rranis iiuvl the \va^re and lot-alinn timis (if 
di>l()<-ate(i workers. ( 'onsiderabie nKU'dihalioh \vilh local slale 
t^hi])l<)yinenl ajzeneies is rieeded u> ensure early idehlificalioh of 
disloealed workers and. lo facililau' their eontihuation of u?ie?nployrn"erit 
insuranee ht^nefils while in irainiriR. ('oo|)eralioM is also needed to _ 
obtain necessary infoi'rnalion on l>e?iefit amou?ils during trai?ii?i^, if 
Uu^se doila?-s are to he used as part of the JT-^A-nM|uired nonfede?*aI 
rnaleli; It is also esse?ilial lo have :i Rood underslandinj? of c'o?n?nunity 
res<jurees thai arv avaiiable U)V individui^ls 'ivho need finiuicial 
nuniselinK. ehild rare, health services, and other types of assistance. 

H<>lii l olle^^* .-^taff and project stuff feit iMv project was providing a 
\aliiablf ser\ice to dislocated worker's. Ourjiii^ the initial sta^res of the 
pru^rani. many syste?ns had to l>e developed Ic, rriahajre the eocifXTative 
arrangement that existed with the college. CoimnUpicatiori artKmg 
nelw(irk arxi college staff was especially critical during the early stages 
uf planniriR and imp'omenting the classroom training prbgrarri. To 
identify and to resoUe communication issues. the collejre president 
orpaniztMi a manajrcmc^nt leanu co!niK)sed of Jof;> Council and collejrt* 
niana^'t»rs. who met ueekly to keep the pn)jecl on tarsrel. This j)lan?iihg 
an(i npe!*ati()nal team proved invaluable: 

Network staff pnn ided services to students and community 
rnernbe!-s that eased the w()rk Itiad of other departments. Instructors 
disciAered tl.at they had a sj)i»cial group of committed and skilled 
students arui that they themselves had a Unique ()pportu?iity to be 
e!nillenj;e(i. In de\elof)ing cortjpresst»d curricula arid i?l working with 
ju>t oni' ^M'oup of students. indi\ idual heeds cbUld be addre.ssed. 
curricula adjusted, and new teaching: styles tried. 

I?idi\iduals in the r''n>Rram were solid citizens in the ebmmuhity. _ 
ucli\e in community organizations: and well informed, with a variety of 
hoiibies and interests: They would participate in a j)rojrram only as ioh^ 
as they felt it was fair, honest: and provided a meanin^rful service: They 
heeded to lie treated with respiK't. kept informed, and pdaciHl^ in jobs 
that hiet their skills, interests, and financial nmls: They were our In^^st 
adxocates. reeruitt^i other participants. (ievelojK'fi jrood publicily: and 
ga\e u> fionesl fet»<ibaA-k oh \yo\v well we were doing our jobs. 



training pro^ratiis tniist lio cvaliiaUHi in lornis of their 
effeolivonoss in return; >r jK^ople to work. TraininK-ri lated plaeemenls. 
pre- and pcisiiraininp wa^e cotnparisotis. cost-effectiveness. iinU 
ere(iil)Mity \vilh employers and vvith trainees are key factors. 

Training people to acce|)t chanRC. to look forward to il._to plan for 
it financially and emotionally, and to adapt to chang'es in life-style and 
work envir()hmeht is a responsibility that edacatiotmi institutions must 
continue to address. Training should be ccmsidered as an intej^ral part 
of everyo!K»'s career. 



CAROL ELIASON 



The Dislocuted Worker: 
A New Challenge for 
Two-Year Colleges 



Community colle>ces are rapidly responding tx) the White House 
challenjfe to form partnerships between the public and private sectors 
to provide employment training. The nation's 1.219 communitj^, junior, 
and technical colleges represent an in-place delivery system for^ 
retraining massive numbers of the American work force. Recognizing 
the centrai role that community colleges can jrfay in retraining 
American workers, a task force of the American Association of 
romrriunity and Junior Colleges (AACJC 1982) issued a concept paper 
entitled i4mfri"rd Back lo W'ork. In it. a proposal outlined a 

**moon"shdt" c^>:iimitment to foster job training relevant to economic 
development. 

The resulting Putting Amenca Back to Work project has two major 
goals: 

• To promote national strategies and^ policies aimed^t niore 
effective human resouirce development as an integral part of 
overall economic devoliupment strategies. 

• To foster effective Iwal business-education-govemment-jabor 
alliances, tying togellher economic arid human resource 
development plaririih\S and implc'nentatidn activities 

Supporting these goals, project leaders are crisscrbssihg bur nation 
in 1983, meeh'rig with private and public sector leaders at rtatibhal. 
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state, and IcK'al levels. T\\v puriH)so is to pinpoint ways by^whicH 
partnerships involviri;? two-year colleRt^s can achieve significant 
iH:*onornlc development Rains thrbujfh skills training and retraining. 
This chapter reviews the context in which these partnerships operate 
and examines the primary approaches that two-year postsecondary 
Institutions arc taking; 

THE tONTEXT 

The Putting America Back to Work project has been launched in 
the midst of both a short-term economic crisis and a more fundarriehtal 
economic and |x>litical transition. In economic and haman terms, the 
current crisis is very real. Nearly 10 percent of the work force is ^ 
unemployed. State and local Rbvernments are beinjr battered as citizens 
expect rcHlaced tax revenues to cope with extraordinary demands for 
welfare and social services. 

the decline of heavy manufacturing- (largely in the Northeast and 
Midwest) and the Rn)wth of high-technolbRy industries and the service 
sector (largely in the Sun Belt) are changing the ecbnomic map of the 
nation. Many metropolitan areas whose industries fueled the 
tremendous industrial growth of the nation prior to World War II 
whose economic and human resources remain sxabstantjal now reel from 
ioss of |K)pulation and manufacturing jobs. They desperately search for 
strategies to stem decline and re-establish growth, jn^contrast. other 
communities are pnKkrcupied with the problems of meeting the 
demands of rapid, often unplanwd growth. 

If such environmental turbult^nce induces fear, confusion, and even 
paralysis, it is also ah opportunity to shape new dirf\<-tions. Several 
pieces of employment and training leifislatibri are being rewritten and 
pro ide significant opportunities jx> shape a more coherent national 
policy. The recently enacted Job T^-ajning Partnership Act (JTPA) 
represents an important step in the right direction, and calls for 
stronger business participation throuRh_privite ihdusto' councils. Yet 
even the mbst casual obserser of the humajt resource development 
arena in the United States is struck immediately by the following 
obstacles: 

• The tehubiis tie between economic devejopmeht strateg^^^ 

programs, and mechanisms at ail levels of government and the 
human resource development programs thaf presumably 
support economic develbjplment 
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• Vhv \\\vvi'\i\\)\v hm\y:v\}iHliri' i){ leffislatiori; policies; projrranis; 
ari'i aiiiiiifUstrutivo im^.-hanisMis that makos u[) the human 
rvsDureo liovoloprlteht arena 

At the feileral level. Iraihih^r tibllars have basically floweiJ throuprh 
the C'ornpreherisive Kriiploynient TraihitiM: Aet (CKTA) arid vocational 
eduealion conduits, with little cocrrdihatiori betweem the two. At the 
local le\el: a var |y of f)ro_\iders have (lelivered ^.nLiiriihj^ with the 
financial sup|X)rt of the I'KTA pro>rram. which ha ^ in\oIved at least a 
lcK*al [)lannin52j co^ ^'il and private industry council. Vck*ational 
education projcrams are larprely delivered by secondary systems, but 
two-year postsecondar> institutions provide not only mainstream 
vocational-technical training but also s|yt»cially designed skills training? 
throuKh u variety of delivery nuKJes. On the privaU* sector side, billions 
of dollars are s{H»nt annually on directly delivered in-house training:: 

The Job TraihfhK_ Partnership let, ihtl^nded to replace CETA. is 
exiKvteii to have the followih^r major effects: 

• A distinct move away frbhi the welfare brieritatibri of CETA. 
with the elimination of stifK*nds for trainees and the abst>hce of 
a j>ubiic service jobs c{)mjK)nent 

• A strenjrtheninp of the role of the states in human resource 
development planning 

• An upifradih>? of privaU"^ sector influenct* in program |M3nninjz: 
and administration, primarily through a stronger private 
industry council 



AACJC si)bhsorcHl ten re^Trohal serhihars in March VJH'.i to aequaint 
member institutions with JTPA s finer f>bihts. Thestvst^ssions also 
showcas<H:i existing programs that M-ork. Key elements of those 
successful projrrams are tiescril>ed later in the chapter. 

Althoufrh thert^ ap{)ears to be somtLConfusion during- the current 
transition from CETA to JTPA. a Job Trainrnjr Partnership Act survey 
conducted in laU^ July 1988 revealed that S;i percent of the community 
collejres respondinir had private industry councils (PIGs) formed in 
their areas. Community colleges nationally alread.v appear to have 
ihcrea.stHi their PIC participation rate above that under CETA; 



AACJt'V {VJKi) rc»jK)rt, Puttiht^ Awrnca Hack to Work, enunciates 
Iho foliowinjr five principles: 

• Incentives must be designed to promote greater cbbperatidn 
ix»tween private/j^overnmental employers and existinj^^ 
accredited educational/training institutions for the purpose of 
preparinjz: citizens for careers of reRional and/or national 
priority. 

• An administrative structure to allocate federal re»3Urces must 
he desigmni in a manner that provides jfreater state-level 
<!t»t<*rmihation of resource and/br incentive allocatibri. arid 
promotes interstate plahhinK for labor market areas that 
transcend state Imundaries. 

♦ 

• Incentives must Ix* designed to encourage citizens to seek 
preparation to qualify for CK.'cupations of regiorTil and/or 
riatiorial priority, to be mobi^,e. and to maintain iheir 

em ploy merit. 

• A national fX)licy on eniiplc^'riierit development arid training is 
retjuired. 

• The currently fragmented authority and accburitability for the 
fe<leral job trailing progran^is must be clarified and unified. It 
is particularly important to pinpoint responsibility. 

Currently, the AACJC task force is seeking support for a major 
rewrite of the Vocational Education Act of l%3t 

trairiirig cbmj)brierit that will better finaflte long-term retraining 

programs for displaced workers. The next section looks at some of the 
relevant issues arid bffers insights into problem solving that affect the 
approaches f.vo-year cbllege prograrris for displaced workers may take. 

E)efinitibn of Displaced Workers 

Displaced (or dislocated) workers _are persons in midcareer who. for 
one or more reasons, find that their employment Is jeopardized br 
terminated due to one of the following reasoiKj jlJ^p^^^ 
techriblbgical change, or (3) the changing structure o^f the economy. 
Wbrkers iri ecbribmically depressed areas who have been unemployed 
for more than twerity-six weeks are federally classified as dislocated 
workers. Under terms of the Job Trairiirig Partnership Act: 
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Kat h sU\[i\ is aulhoriztMl to t\stablish procedures to iiientify 
substantial khmiiks of eliifiUjo ihliividtjals who: (1) have been 
ierriiinated or laid-off or who have received a notice of terniinatibh 
or lay off from employment, are elijrible for or have exhausted 
their entitlement to unemployment cbmiX:^nsatior\. and are unlikely 
to return to their previous industry or occupation; (2) have been 
terminated or have received a notice of termination of 
employment, as a result of any permanent closures of a plant or 
facility; or CA) are lonj?-term unemployed and hav;e Hmited 
op|3(>rturiities for employment or reemj loyment in the same or a 
similar occupation in the area in which such individuals reside, 
iricludinjt any older indlviduali; who may have substantial barriers 
U) employment by reason of aji:e. (Section ;W2 (a]) 



What Populatidhs AKvih Danger of B*»rbmihff 
Displaced W6rker^i>? 

Choati* ( su^Rcsts the foIlo\^ )nj? about those who ai^ most 
likely to l>ecome displaceil worker ; in America: 

S{>ecifically. the portion of the A mLz-ican population ajfe 25-55— 
ci)hsideml the highly productive core of the work force— is 
i^rbwihK. In 1970. this segment constituted 40 percent of the work 
force^ih 1980 it cbhstituted 46 percent, by 1990. it will comprise 
over 54 percent. In the 1980s and 1990s the growth of this 
IK)pulation cohort offers substantial potential for increasing 
national productivity thrbu^^h imprbved labor quality— Ujt bhly if 
these workers can acquire the prbpcr skills in a timely fashibh. 
(p: 7) 



flow BiR the Displaced Worker Problem? 

If administrators use a sinfi^ie criterion--H)nly workers who are 
unemplbyetl due to the continuing: decline in a particular smokestack 
ihdustry ahd who remain unemployed for more than twenty-six 
wi^^ks— for determining whf? the displaced wbrkers are. the numbers 
are relatively small, about one hundred fifty thbusahd. However, if 
multiple criteria are used, the riUmbers of displaced wbrkers may reach 
2.1 million. Most of the workers in the first estimate are blUe-cbllar 
worker^ in the Midwest i^nd Northeast. But if all unemployed wbrkers 
in deciihinp Reo^rapHic areas are also classifiable as displaced, the 
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iariror projortion then iiirluiios I)lui-<M)llar workers, clerical workers, 
uianu^ri'rs. and saie:<|KTsu!is: 

WHat Are liie rrdblems ConfronlinR 
UiMoi aled Workers When a Plant Clones? 

A^e tlisorimihation. When ah irkiustrial plum closes its doors and 
its employees be^in exf en(iedj()l) searches, those workers who are forty • 
lisk^ y ^rs of a>re or olcfcr suffer the longest bouts of Uheinploynient. 
This is a findinK from (JorUus et ah (1981). Their study cdhtains a 
coitiprehensive review of plant closing research over the past twenty 
years. It p()ints out that the problems of dislocated workers are 
o\erwhelniihRly those of older workers, because the ajfe of the 
dislocated worker is quite hi^h. ranRinif from forty years at one plant 
to fifty four ycsurs at another. 

A^re (iiscriminatioh secerns to be a key factor in probnjred 

unemploymeni- Many employtTs perceive increasinK apr« as a signal of 
reducc^d prtKluctivity and arc Uhwillihg to hire older workers. Older 
workers als(j face the stigma of beihjf I'^beled "untralnable." althouKh 
other studies have rei)eatedly demonstrated older workers willingness 
and ability to suc-eed in trainvnjr programs. Older workers may also be 
jK^rceivei! as a fKK)r investment by employers because of insurance and 
pension co.-ts, or the |H'rcepti(mi that they will not be in the labor force 
lohK enough t<) justify the costs of retraihinjiT- 

Sohionly losses. Seniority systems, which were orij^inallv desijjned 
to proti't t workers, can actually work apainst older workers. When 
plants or commercial comi)anies l)eRin layoffs, the younjjer, less- 
experienced w(»rkers enter the labor market first. They tend to saturate 
the market with their lower salar>- expectations before the older 
workers enter the labor market. 

Si'x and race discnniination. Older workers who are also women 
and or metmbers of mihori^' groups face even j^reater problems. At 
ieast one labor miarket analysis has found that dislocated female 
workers tend to l>e unemployed at rales three times higher than those 
of men in the .^me job classification. Racial discrimination has also had 
seribUs eonseiiuences in the black and Hispanic corhmuhities of 
jmaostrial America. Gordus et al. (1981) note that almost 4U percent of 
li/^acks at one plant were still unemplo5:ed nineteen months after 
cm>m^'. compared lb 25 percent of white workers. 
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Physical and mt*hla! Iu*allh prolHiMtLs. Access to res<nlrces 
Mjslain. jivhy^ii-al ariU niiMitiU heallli ivas raiod as oxlrtMitely imjMirtahl 
by workofs w ho fami pn)lori>ji'd |NL»ri<Hjs of uhoniployrrivnt Fur \vorkors 
who finally aroenteif empUiyment in johsOf It»j<s status, 
uniicrvniployniont may he more tk'striK-ti\e than ho \\'ork at all. 

Ignorance of trarisFt^rablt* skills. Fvw disUx-ated workers ix\x' 
realistic- about their own strengths and weakness^-. This tunnel vision 
of self has deep roots in both the s<KM<Kieruo}?raphics ^ ul cultK^re of their 
IHvrs. Thus, any a^rency av institution hopinjr to assist Uij^placed 
workers iUhmIs to Ih» prepami to offer a eor?iprehensj\e pro^f am of 
C(M.inselin^r. testin^^, and cart^iT exploration. TheJ.esttnK program should 
a lapt sor/u- of tht" strate^ri^*^^ used in the miU-1970s to assist disl<k*i^ti*d 
hohiemakers, U is important to biiild self-confidence and increase' 
w orkf rs' awarertess of conlemporarv straiejries for overcohnin^ 
educalinrjal (i<»ficiencies \h nuith, reaciihjr. conwnuhicalion. and tfrcisibn 
nuikihg. 

What Are the Job (irou th Fields for Retraininjr? 

Cornmunitv. junior, and technical college planners watch carefuliy 
for trend analysi-s by the U.S. Bureau of Labor* Statistics <Bi.S) as they 
(ievelop worker reirainin>^ programs. Thi\ Bureau of Lnbor Statistics 
projects that the foJIowing 'KT'upatidns will be amon^ those that ucco^nt 
for nearly 1^5 percent of all hew jobs ireneraU^d during the iy80s: 
si'cretaries. vv Ho will si.^> ;ih employment >rro^vth of TU().0(K) by 1990: 
nurses aides_aac\ urdtTli'^s, Hy'WMRI; t^ and general 

clerks and office workers. '^TT.UiW.J. The BLS also lists the follbwihj? 
caret*rs amonjr tFit* fa^-test-^rrowinsir occupations requirih^* pbstst»condary 
edufcation but less than % bac^ielor s de)?'ree: paraleKa! p<»rsohhel. data 
processinjr machiT mechanics, computer oj-kerattyrs. and office rnacHirie 
amJ cash rejrister -^^rA icers: Tfuis plahhinj? must focus cn prmidnij? 
l>oth ser% ice iind information in occupationa! retrainin;^ programs; 

COMMUNITY C()LLE(^E^? ArPROAUIiES 



lomniiaiily coHeK^?!^ across the United States have discovered Ihe 
nlvd for muitinle ixpprcKiches to pro ser\ ices and retraining for 

displaced workers in the iy80s. Th-ese resp<>nses ^renerally fall into th*? 
fotfewiRi? four cate^ori^s: 
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# r<^nimunil.v-wid<» jol) search and touhselinjr c^mpai^s 



• Federally fundei! retraining programs - 

• l^rivato sector/ community cullt'Ke projects 

• Preventive maihtenahce training: 



Comnianity\% id€> Job Search stml Cimhselmg CampaSgns 

Thets? community projec/fe rfn^ture m-^Kiple media campaigns that 
both hiRhlight the avaiiabilhy of 5,Wiiled Uteht to job clubs arxd mM .- 
meilia cverUs that match job 8^»ek<£rs w!^ The 
concept behind iWe job elub is but ii^ spplicaticn to the 

displace!! wprker of the 1980s is. The job c4ub is based upon th^ n^ 
for workx'rs to find a iM^f r support network during peHods of projonjr^d 
tnemploymeht while reshaffiening job search and, job-interviewin?? 
techniques. Somt' conimuriities urge persKjns cKanginjy j^sb fields to 

• sasuiin membership in the i^lub for ninety days after «mpkryyni*nt to 
ensuiv th»l the}: are able to sarvive ^fe new ehvirdnment. ReempSoysod 
members are also iiivited to return to th:^ ifroup to offer valuable 

^insights to the unempioyed members. 

I-\*dera!iy Funded R^^:^ral?iing ProRrams 

Private irvdustr>' ct>uncUs under both CETA aTsd the Job Training 
f*artBership Act include several optionss for community-&ased_ 
contracting to retrain ianernployed or uiKierempfoyed workers. Brevard 
Community College in Florida entered into such an agreement with the 
local private industry council tc deveJop resources and retrain local 
unemployed pen^oris wfe Exhibited n Higfc pbtentiaJ for manual 
dexterity. These retrained ^Aorkers became precision sheet metal 
workers' with skills needed by area btisihesses and defenm installatw>ns. 

To understafsd tiie poter^tial for two-year C(fll»^ffe participation in 
the Sob Training Partnership Act it is necessary td s^tamm^H^ the 
cpnteht of llire? of its key titles. They a^e Tklfi Ih Part A: Title llh and 
Title IV. 
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Title H, Part A— Adult arid Youth Prtij^frams 

A summary of Title II (Part A) includes (but is hot limited tdj the 
following activities: 

• .Vol) search assistance and cduhselihj? 



• Remedial education, basic literacy skills, and bilingual training 

• Institutional skill traininR, work experience, and on-the-job. 
training 

• SupF)()rtive services, including payments to needy individuals 

• Preapprenticeship programs 

• Ihforhiatioh dissemination 

• I)cvelopment of job openings 

• On-site industry-specific training 

• Program coordination with other federal employment-related 
activities 

In the Job Training Partnership Act survey conducted by AACJC 
in July 1983. the respondents were asked to describe the propc^ed Title 
II (Part A) programs they were submitting to their private ihdustrv 
councils. Some examples include the following^ 

\ • Community College of Beaver, Pennsylvania, reports a career 

services and job club center for job search skills. i 

• Hinds Junior Coltege District. Mississippi^ proposes an '^optionai 
learning center** where W'orkers can be asses^d oh their basic 
skills and can learn preemploymeht and job interview' 
techniqiies. resume writing, work habits, ihterf^rsdnal 
corhrriuhicatibhs. and so forth. 



• State University of NeW' York and the Technical College of 
Canton. New York, are sponsoring a Machine Operator's 
Program. 
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• IIorry-(JeorRi»Ujwn Tocftnical GoUege, South Carolina^ with 
thirty-six golf cours;es ih its service area, has a Golf Course 
Mechanic Prdgrarn in which students learn to operate high^^^ 
technology turf equipment, including hydraulics, diesel engines, 
and sophisticated electrical systems. : 

• Mission College. California, is training displaced auto ^^orkers 
- * / in computer-aided design/drafting. 

• Ashland Cornrnunity College, Kentucky, is twining 150* 
displaced homemakers in the areas of surgie^ techriblbgy, 
paralegal/secretarial functions,_commereial sewing machine 
aperation, biomedical equipment technology, health care. 
Hospitality services, and GED and Civil Service exam 
preparation. 

Title HI— Employment and Training Assistance for Dislocated 
Workers 



This separate component of the JTPA legislation is designed to 
prdvidi» training funds for programs that concentrate on dispJaced, 
Unemplbyed workers. Characteristics of this program are as follovys: 

• • At least 75 percent of the funds are to be allocated to the states 
according to the same formula as Title II funds. 

• The U.S. Secretary of Labor may reserve 25 percent of the 
funds to provide training, retraining, job search assistance, ^ 
placement, relocation assistance, and other aid to individuals 
affected by mass layoffs, natural disasters, or federal policy. 

• Each state will determine procedures far_experiditures of its 
funds and may submit t equests to the U.S. Secretary of Labor 
for the Secretary's discretionary fund. 

• The ^tate funds must be matched by nonfederal funds. This 

match may include the direct cost of w^mployment and traijiihg 
services under Title III or under other local and state programs, 
such as vocational education. 

• A maximum of 30 percent of these funds may be used for 
supportive services, wages, allowances, stipends, arid costs of 
administration. 
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Title IV of the Job Traini^^ Partnership Act provides for federally 
administered programs that include the following: 

• Part A— Employment and training programs for Native 
Americans, migrant workers, and seasonal farm workers 

• Part B— Job Corps 

*^Part C— Veterans EmplbyTneht Programs 

• Part D— National programs, including moitistate programs, 
research and development, pilot projects, evaluation, training, 
and technical assistance 

• Part F— National Commission for Employment Policy 

• Part G— Training to fulfill affirmative action obligations 

The programs under Title IV will be administered by the_U.S. 
Department of Labor. Their funding levels will be capped at 7 percent 
of the grants going to the states under Title 11. 

Current interpretations of JTPA by the U.S. Dep>artment of Labor- 
regarding client eligibility for trainees are as follows: 

• Trainees must be economically disadvantaged with family 
. incdrnes at or below poverty; or 

• TrairieeJ5 must be persons receiving citsfTwe^fare payments, food 
stamp recipients, foster children receiving ca^ support, 
handicapped adults; or 

• Ten percent of the trainees may be persons who do hot meet 
income^ligibility but who encounter other barriers to 
employment, such as [imited English-speaking profiejency, 
dislocated homemakers, school dropoute, older workers, 
%'eterans. offenders, alcoholics, or addicts. 

■> 

Altftiough local program design under JTPA is in its infancy, some 
forecastiirig is possible. The new job training legislation has a number of 
requiremients that will greatly change the operation of Local retraining 



prdSTfams. the siRnificant cnang'e in the coming fiscal year is 
likely to be the elimination of allowances Practitioners will lear;. to 
-live vvithdut allowances/' Therefore, free or low-cost support ^rvices 

will probably be increasingly important under the new legislation. 

Without allbwarices, cdmrriunity colleges will need to asist low-income 
participant with such training-related expenses as child care, meals, 
transportation, medical expenses, and health care. 



Without the availability of these senices^ m^pddw-income persons 
will find it difficult to participate in the quality skills traihinv^ 
programs being planned: Strategies ftr belpihgjhem participate should 
include both financial and nonfinanc]al assistance, for example, finding 
part-time jobs, educational grants, and public assistance, if eligible. A - 
high priority will probably also be placed on a college s ability^ place 
trainees in longr-term private sector employment 

Under jf PA, counseling and screening are likely to be key 
program elements. Some tasks require special aptitudes and skills. In 
these cases, specific criteria and stahdardired tests may be needed. In 
other c^s, motivation wjII be the key ingredient for success. Highly 
motivated trainees should see skills training ais a way to become 
productive and self-sufficient. 

The National Alliance for Business has urged states to set 
minimum standards for intake/asessment. screening, counseling/client 
support, and placement in JtPA-supported programs. Among 
alternative strategies being suggested by the National Alliance for 
Business are the following: 

• Competency-based bpen^ntry/open-exit courses 
' • More concise, specialized training modules 

• Reduced-length training designs 

• Training courses that incorporate work experience and on-the- 
job training in their design 

• F^veriing and weekend sessions for working participants 
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Parkland Community Collej^e of ehampaii^n. lUihois, proposes to 
(ifK^n a Dishxrated Worker Assistance Center: Major componenLs of the 
projMsi'd Lv!Uer lire as follows: 

• To assist employers in ideniifymK employees «'ho need and 
could benefit from additional traihihf? 

• To improve the performance of marginal arid average 
employees, reviewing past performance and deierminirig 
objectives for improvement and growth 

• To implement internal procedures for developing individualized 
education and employment plans for older unemployed workers 

A vital comj>drient of the center will be to serve as a clearinghouse, 
reft'rral, and testing center. The center will function as an information 
l)rokcr for individuals, providing vocational counseling needs or social 
agency referral while the participant is preparing for or being placed 
in a job -^*tting. Ty|x*s of cburiselirig arid irifdrmatidri will iriclude the 
following: 

• Prelayoff assistance or other types of job separation guidance 

• Work history documentation 

• V()caiional assessment and testing 

• Trarisferable skills assessment 

• An individualizinJ educatibri chart arid employability plan 

• Employment ^H^arch skills training 

• A jcl) market search, if the participant has market.able skills 

• Identification of services available from other agencies 

Center prdfessional staff will include already employed per^nneh 
Consideration is being given to chariging roles and developing more 
t'lncbmpassing assigrimcrits for social-service-oriented counselors, job 
development cburisclbrs, placemerit cdofdiriators, and special papulation 



117 



12b 



coordinatDrs (e;^.. v eu-mns. haridicapfx^., thc^ eligible for the Work 
Incentive Froj^ram. or as^sisiahce under JTPAK Prbvision:5 for slate 
employment ^ervIce personnel lb work in the center vvduld be 
encouraged. 

Business involvement wiH include the following: 

• Listing current jobs with the center 

• Selectihjir i)ersohs be^t suited for available jobs 

• A>>i5^ting in providing entrv-level positions while persons work 
or train as their individual ca.reer plans indicate 

• Making a commitment to plan for growth of the employee as 
well as growth of the company 

• Signing agreements for funding, training, or retraining with 
the center 

• Providing on-the-job training, in-pjant training, or cooperative^ 
:y[)e work to the Unemployed iidult 

Additional private sector support wil! include executives-on-ban, 
semiretired professionals, and fUhds for salaries contributed by 
business organizations, local chambers of cbmrrierce, or the United 
Way. 

For the business community. Parkland s center will be able to aid 
in making personnel evaluations and in meeting equal opportunity 
employment mandates to private business. Conversely, the employers 
will bi jKisitively involved in hiring and separating staff by having the 
center s ;,taff serve as the arbitrating, objective representative of the 
p>otential employees. 

To date, the most ambitious model developed with private sector 
funding has bt^n the Ford Motor Company/United Auto Workers 
(IJAVVj negotiated labor contract provision called the National 
Vocational Retraining As^jstance Plan (NVRAP). Tiiition assistance is 
an imjwrtant feature of f? VRAP, and is designexl to help laid-off 
employees. For certain employees on indefinite layoff, NVRAP helps 
individiials pursue self-selected formal educatibri or retraining to 
iricrea.se thejr chances for reemployment and for buildirig future 
careers. 



118 

12b 



Thv piun u'a> htunchtHi in Aupusl 1982 under the sjx)nsor:ship of the 
TAW Vord Natii)na! novclopnient and Training ('enter: It iocati?d on 
the campus (jf Henry Ford Conirnunity Collepe in Dearborn, Michigan. 
Ernplnyecs on iay< ff U ho have participated ihii-S far in the plan have 
>vlv\ <! a w ult' ranKt* of education and retrainihi: options, but they 
>trni./ly prt-ferrt-<l tuo-year vocational. education projjrams offered by 
lot-a! community co!lc>rt*s and technical institutes. These employees 
tendetl to sc*!ect a full-time load of c.olle^re courses, with the plan paying 
for about 1^3 jK^rcent of tuition and fees. 

Kmploy^ s currently particijmtinjr in NVRAP ha\e shown a stronj^ 
motivation to learn. Although this cannot be quantified or measured 
with prt-cision, this commitment is evidf^nt. both from the number and 
tvjH* of Vocational courses selected by the particijjants and from the 
rcas<)ns for retrairiih>r expressed on their applications for the program. 

The plan is uorkih>rout well thus far. Many more ajiplicatidns are 
ex[H*cted as crhployees on layoff become morx* avvart* of NVRAP. 
including' th(*se nev\ ly eligible as a result of its r^^reht irhprovemeht^ 
and extr-nsion of coverage. The ffOverhinK body ehcouragres local unions 
aiui manaKers to increase their efforts to boost erhployee awareness and 
interest in the plan: lx*tters from retrained employees indicate that the 
plan d(X'S provide sijrnificant help in addressing tneir needs. 

An analysis (Hayes 198:^) also revealed the following: 

• A hiajority of the erriployees selected a pnhiir rvntrnruuityi collviit' 
and^ 

- enrolled in a vocational t^ducatioh curriculurh involving 
either technology (such as electronics or rol>otic.s) or a 
l:u>ine.>,s-relatiM] area (such as data processing): and 

- .snuKht a V^n-yvn^ assfK'iate's de^rree, not just a few courses, 

• Hn)plt)yees enrolled in ime of thirty-five community colleflres, in 
ten state>. 

• More than 5(1 j><'rcent bcK^an studies witli a relatively heavy 
work load. They enrolled for almost a full-time load of cuursi^s 
in two-year (ie>^ro(* proKrarn>.. 
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• Most ncirticipahtV tiiitioh and cbrnpulsdr>' fees were paid for the 
first "rt^rm in r>4-huo!. and— 

- most received KVRAP assisunce for about 95 percent of 
such covered exj^enses. 

- most received iittle financial aid from other sources: and 

- most had certain types of expenses (such as books, tools. 

under NVRAP. 

• Most had over ^eveh years of company seniority, as of the last 
day wurktHi. and thus were pbtehtially eligible for— 

- t'AO years of assistance, and 

- a total <>f two thousand dollars for training at an accredited 
institution. 

• Well over half (57 jR^rcent) chose electronics, robotics, or other 
technolojry-related curricula. 

• Almost a third j:i2 percent) selected data processing or other 
[jusiness-related curricula. 

• The remaining 11 j)ercent chose allied health or other curricula. 

By comparison. NVRAP pavTnents approved for ernplbyees who 
.selected degree programs^ included the fbllbwihg: 

• Almost a third (32 percent) enrolled in business-related 
curricula. 

• Almost a quarter \2A p>i^rcent) enn>iled in enginc^eniig or natural 
>cichces. 

• The remaining 44 f>ercoht ehrdllwl in a wide variety of other 
curricula. 

• Kmployees began their college studies with rather heav-y work 
jfjads— particularly noteworthy because rriost of therh were 
entering college for the first time. 




• Ba:sed on the number of credit hoars— 

- almost half (4T perceiit) started out th a fuli-Tirre load of 
courses (twelve or more credit hours>, and 

' aimus't a quarter (24 percent; of empIdS'ees enrolled for six 
or fewer credit hours. 

• The average number of credit hours was eleven, and some 
employees enrolled for more than twenty credit hours. 

Preventive Maintenance Training 

Perhaps the most promising type uf new venture is the preventive 
maintenance retraining proi^ram. One of the most extensive is a 
cbllaborative that involves Westinghouse Defense Sj'stems, Inc., the 
Internatibriaj Union of Electricians, the International Brotherhood of 
Electrical Workers, and two Mao'laJld commUnity colleges (Catbnsvilje 
and Anne Arundel). The: prcgram has four basic cbrripbrients worthy of 
further di.scussibh, which are as follows: 

• Union contracts provide incentives to existing employees Xo 
retrain at employer expense while cohtihuihg to work in the 
plant. Employees r?fusing to retrain know that job advancement 
and potential pmy increases are thus limited. 

• Experienced emplbyees participating in retraining are offered a 
full'scale prbfile b^ their skills, aptitudes, and potential for 
advancement, 

• Emplb>'ees accepted fee retraining are given assistance in basic 
math, reading, and communicatibh skills. 

• Application? of new technologies in the fields of 
microcomputers, laser manufacturing, and clarified mHiiary 
advanc<?d technologies are also taught to those who demonstrate 
competencies in the basic skills training. 

Several other private sector initiativi^ are worthy of note. The 
American business community is calling m two-year college systems 
vvith increasing frequency tiri provide ibwH^ost, highHiuajity training and 
retraining. Here are several notable examples: 



• (.'t'nenil Motors has contracts with about forty-five community 
colleges to retniih service technicians for its automobile dealers 
across the couhtr\- im order to meet immediate skill shortages. 
Vice-president James G. Vorhes says the corporation expects the 
ttiilejjes to train aboat one hundred eighty thousand technicians 
a .vear 

• A tonsortium of teiecommunicatiors companies in the Sah 
Francisco area is developing a program to train about two 
hundred telecommunications technicians ]»r yea to ftll jobs 
u-jth local ccmjianies. More than half of the trainees are 
expected to be fijfrtler displaced workers. 

• The Rancho Santiago Cbrhrhunity CoHeRe District in California 
and a i?roup_of Orange County employers recently opened the 
Terhnolofr>' Exchange Center. The center will cddrdinate 
proems offered by the district's ei*ht colleges and four 
occupational cente^ with the labor heeds of local erhplbyers. 
who are predominantly engaged in electronics and aerospace. 
Thi.< initiative has given long-term unemployed workers 
increased options for training while seeking emplovnient. 

• Cuyahoga CbrrimUriily College in Cleveland, Ohio, breaks 

grbund thi.s year for construction of a $9 million skills center on 
the cbllt'g«?'j^ dbwritbwn campus. Backed by state money, the 
Cuyahoga i^kjlls center will train or retrain up to one thousand 
four hundred workers annually. A close wbrkirji;: relationship 
between the college and Cleveland's business, industry, and 
government sectors will ensure that students get the high- 
u^chnology traming tfiat local employers need. Due to 
Cleveland's high unemployment rate, displaced wbrkers are 
exi^.'ted to swell the ranks of trainees. 

• North Carolina's fifty-eight communit>^and technical colleges 
and apprbximalely twenty companies launched a campaign for 
busihessMndustry-cbllege cooperation, which culminated when 
(loverribr James B, Hunt, Jr., designated 1981 as the "Year of 
the Community Cbllege System.^During the special year, 
corjwrations donated mbre than $<> million in computer and 
electronic equipment for educatibnal programs, and the 
governor announced that the cbrhrhunity colleges would be "the 
presumptive deliverer of skills training in Nbrth Carolina." This 
has proven to \>e ah incentive for older cbrhpahies to explore 
coofH^rative training ventures. 
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An Informa! survey of more than a dozen job skills centers operated 
by cummunity and tecnnics-i cr.llejres indicates a heightened awareness 
of the need to reshape exi^t^n^r ser\ ices to serve the displace worker 
population better. Many job skills centers were developed under the _ 
Mantxiucr Develop--. t-ni and Training Act (MDTA), continued under 
CETA. and wil: ;i jubtless be continued under JTPA; The skills centers 
seek to provide cdmprehensive employment and training serv ices to the 
fujl rah^t^ of individuals seeking employment, with special focus on 
adult programs. Serv ices may include a wide range of components, 
from assessment and intake to placement and follbw-up. Programs are 
de>igned to provide cbmprehenlive vocational serv ices in one location Id 
all individuals eligible under JTPA- 

The gua! of *^ki!ls center program.^ is to assist trainees in finding, 
and keeping training-related employment m tlie private sector. Services 
providt^i in skills centers are designed to be comprehensive and 
individualiztHi. Key elements include the following: 

• Outreach and intake sent ices 

• Information dis>emihatidn to emp!o\vrs and community media 

• Remt*fiial and basic education services, including— 

- literacy training 

- (lEU prei>aration 

- ofjt^n-t^ntry o|5en-exit skill training 

- combined vocational instruction with on-the-job training 
and or internships or cooperative programs 

- innovative instructional methods using interactive, 
computer-assisted instruction 

- v(x-atiohal instruction in preapprehticeship training 

. on-site, industry-spc^cific training and KHraihihg 

> training activities for individaals who require upgrading of 
exi.-ti/jg v()catinna! skills 
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- occupational explbraiioh activities that expand bci:upatibhal 
choices 

• Coanseiinj^ serv ices, including— 

- assessment, testing, and carricalam placement 

- personal and vocational counseling 

- jbb-hblding and sur\'ival skills 

- fiife skills training 

• Transition services, including— 

- job search assistance 

- placement ser% ices 

- follow-up 

The prime goal bf job skills centers is to place ed^nbmically 
disadvantaged persons in Uhsubsidized erhplbj-rrieht. Other JTPA 
prescribed goals are as follows: 

• Retention of unsubsidized employment 

• IncreasiHJ earnings 

• Reduced welfare dependency 

• Successful return on investment 

One of the mbre successful centers, the Maricopa Skills Center in 
Phoenix, is ah integrated cbmpbherit of the Maricopa Cbmmuriity 
College District. In more than a disicade of training and retraihing, it 
has focused oh hard-to-place populations^ such as Native_Americahs ^nd 
recent immigrar ts fnom Mexico. Central America, and Southeast Asia. 
Its business, later, and industry adv;isory^omrnittees hax-e given it 
exceiient f>ol icy direction as woli as placement re»)urces: 



Cujitbrriized Skill Trainihg,/Retrainihj^ 

t'tistomized ikil! retraininj? programs— another variety of 
preventive maintenance tniihihg— var\' dramatically, depending bh the 
needs of the industry invoived in the program. These programs ai^ 
dt->ignt"ti to assist new industries moving into a state or companies 
instituting new technologies that :* ill enhance productivity: 

Nevv technoldgv- applications require different instructional 
techniques. Trainees may be assisted by interactive computer-assisted 
instruction or by the development of highly specialized learning options 
that include audiovisual iristructibh or repetitive hands-on experience. 

As stated earlier, careful selectibh of participants for custbmized 
skill training programs is an impbrtaht element bf prt^rarri success. 
Increased utilization of testing and counseling is anticipated. 

It is clear that ct-mmunity colleges are preparing to as > ;me a 
major leadership role in "putting America back to work." in 
partnership with their local businesses and iHustries: Tre challenge 
will be to seciire adequate support for financing new equiprrient to 
ser\e emerging high-technology industries in a time of shrinking state 
budgets. 
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Reaeter Csmmenls 



The two chapters reviewed here are of ver>- different natures. Both 
deal with prog'rarhs at two-year colleges. However, the similariLi^s stop 
there. Miller's deals with aipecific project U* assist displaced j^-brker^. 
Eliason's is more of a -handbbok" for two-year cblleg^es involved with 
proj^rams to assist displaced workers. 

This review is intended to [dentify the highlights of the preceding 
chapUrrs, summarize the strong and weak poinu. identify— from a state 
pblicyrtiakers viewpoint— what ii learned that may facilitate and/or 
assist in the admihistfatibh of displaced worker programs, and 
identify— from a national perspective—what the chapters say about 
investing resources and efforts in att^erhpts to assist displaced workers. 



The Job Assistance Network project reported in Mnler's chapter 
grew- out of a need W assist workers who hs^ pcr*narKntly lost their 
jobs in the Salem. Oregon, area. Although this job la^ largely involved 
the pulp and paper industry, the reaajons for Sal em's dislocation of 
wbrl^ers are similar to tho;^ existing all around the United StaUts. 
Thus, a derhbnstratibh pf^Wt of this type appears well placed. 



DEVELUPLNG^ND IMPLEMENTING 
SHeRT-TERM TRAINING 
AT eeMMUNITY CeLtEGES 




The aejrri^v of coordination arid cooperation apparently achieved 
^amon^ all parties- vvdrkirig vvith displaced vv-drkers in the Mid- 
Willamette Jobs Council area is cbmmeridable. Fiii , the Job 
Assi>tance Network is operated in cooperation with Ciiemeketa 
Community College and offers serv ices vital to displaced workers. 

Of announcements sent^o displaced workers, 302 displaced • 
workers enrolled in this proj^m. All enrolling individuals were 
orierited to the program, assess^, given tw^enty hours of empldyability 
skills trairijrig, arid counseled on further clasrwni trajning or referra 
to the Job Resources Ceriter. Severity of the displaced workers engaged 
in more training in efectrontes leehriotogy. computer operation, or 
computer£=c,iste<^ drafting. The remairiirig displaced workers went to 
the Job Resources C^?nter for a variety of assistance and support 
services that It w^s hoped, would lead to immediate arid gairiful 
t m ploy men t. 

The remainder of the chapter reports oh the idcritificatibri arid 
implemeniaiion of training programs at the community college and 
associated problems cau^ by specialized prt^ms for the displaced 
workers. F inally, data dealing wifth basic characteristics (i.e„ age, sex, 
marital status) of the trairiirig ]jarticr'pants are detailed; 

The chapter do-es more than ari adequate job in describing the need 
for the project; the program designed to assist displaced workers with 
acquiring Information and skills to obtairi eriipl<S^riieriU arid training 
results that were most jhte^sting. However, it^does riot provide 
sufficient interpretation to determine the training's real value. 

From a policy viewpoint, it Is possible to view the proj^t report 
from a j^tate objective of facilitating and managing displaced ^^^^ 
programs, or from a riatibrial objective of gaSering informatioh to 
make dtM:isiori^ oh irivestirig resources and efforts to assist djsplac 
workers. Unfortunately, the chapter stops short of providing the 
Information and corresponding iriterpretatibri to assist policy/decision 
makers. 

First, the chapter does not clarify what the Job Assistance 
Network, including both classroom training and the Job Resource 
Ceriter. was intended to demonstrate or accdrhplish. For brie tfyj rig to 
make decisions on assistance to djsplaced workers, this frarrie of 
reffTcrice would have l>een most helpful: Qtherwise, the concjusibris are 
that with sbriie cbritact. it is possible to get displaced workers (of the 



'^5 



ERIC 



.statistical Hesc^ptibri detailed J into classroprri training in Chenieketa 
eommanity Gollege, despite certain administrative problems to be 
overcome- and that a certain de^ee of success (in terms of placement) 
can be anticipated, as well as a certain percentage of dropouts— sbrpe 
for positive reasons. 

A second area of concern from a policy/decision-making view is 
that the chapter raises a number of very interesting questions for the 
decision maker. UnfortUriately, few of them are answered. Some 
examples are as follows: - 

« A quick esieulatioa reveals that only ^ percest of the worker^a 
contacted responded to the invitation to participate. What does 
this mean in terms of the program designed for displaced 
workers? 

• How successful was the Job Resource Center, and what have we 
learned from this proejct th.'^t will assist m placing displaced 
workers in jobs? How many of the 232 entering the center 
received jobs? 

• Why were only seventy students targeted for classroom 
training? 

• How did the desires of displaced workers^for new skills stack up 
with available training options at the community college? 

• Hdw and why were some of the "in-demand" skills, such as 
secretarial, health occupations, general clerks, and industrial 
mairiteriarice, excluded as training options? 

• What have we learned about the flexibility/inflexibility of our 
two-year colleges in training displaced workers? 

Other questions are raised. This chapter would be of sjgriificahtly 
more value to the policy/decision rhaker if it dealt in detail with these 
questions: 



THE DISPLACED WORKER: A NEW CHALtENGE 
FOR TWO-YEAR COLLEGES 

This chapter covers seven rhajor areas dealing with displaced 
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workers. They are as follows: 



• the American Association of Gommunity andJunior Colleges* 
paper titled *Tuttlng Amerjca Back to Work" and its effort^ to 
provide needed training and promote policy aimed at assisting 
displaced workers 

• Changes brought about in training programs by the Job 
Training Partnership Act 

• Where we are. as a nation, in terms of training programs, a 
national policy for training, and displaced workers 

• A definition of displaced workers and discussion of the 
magnitude of the problem 

• Problems facing displaced workers (e.g.. age. sex. and race 
discrimination; mental health problems; lack of knowledge of 
transferable skills, arid so forth) 

• Descriptions of two-year college respbrises to the displaced 
worker problem under currently available training programs, 
with examples of the responses 

• Job growth occupations for retrainin^displaeed workers arid 
exarriples of two-year colleges working with industry and labor 
to retrairi vvbrkers for specific jobs 

The chapter serves essentially as a "handbook" for those interested 
in training for displaced workers. The chapter does a more. than 
adequate job of delineating the prbblern, providing background 
information, and citing specific examples of successful training 
programs; Additionally, from the viewpairit of a state or national 
decision maker dealing with the displaced worker piroblem, this type of 
irifbrmation is most helpful, particularly the examples of successful 
programs and efforts. These could and shoujd be studied further by 
those interested in transferability to other training situations. However, 
there is sbme lack of clarity as to the author's intent for the use of the 
chapter. 

I would cite one bther criticism bf this paper in view of our 

conference title, **Displaced Workers: Implications for Educational and 
Training Institutions." Although Eliasbri does an excellent job ri 
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(lolihoatins: tho (iis| 'ml workbr problem and prdviding: specific 
trainihjr oxuniplos iLat could he emulated, she says little (expect by 
implicaiibri) about specific actions and changes a two-year cpllcj^e may 
havl? to deal with to provide adequate assistance to displaced workers. 
For example, the **hbw to** for achieving: proper links ambrij? business, 
industry, labor, and ^^verhment for trairpinj? is hot discussed, whether 
for providinjr training in new occupations or job opportunities for 
displat-ed workers: 

As a state-level policymaker and administrator of training 
programs, I believe that it is critical to bring the implications for 
education and training institutions into focus regarding the displaced 
worker problem. Numerous implicatibhs appear in the chapters just 
revievved, such as problems of inflexibility in our educatibn and 
trainihg systerh, the need to develbp specific prbiframs to deal with 
displaced workers, the need for cobrdinatibh and cooperation amorig' 
both the private and public sectors to provide successful assistance, and 
the decline in revenue available for education and training. These, 
however, are only sjTnptoms ofjhe real problem. Untjl we have a 
national policy and national commitment to a cohesive employment and 
training system, wo will continue in a reactive mode. The greatest need 
for our education and training institutions is a concerted effort to bring 
a workable national employment and training program into reality. 
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ARTHUR D. SHY 



The Dispiueed Worker Problem and 
ImplwMions for Training and 
Education Institutions 



MAGNITUDE OF THE UNEMPLOYMENT CRISiS 

UurihR the past two years, econdmy-wide UnemplQlpnent. 
particularly amohff industrial workers, remained at Jjr^^ level 
since the Great Depression of the 1930s, Xhiririg the fl^six months of 
1983. unemployment levels in the United States have exceeded 11 
miliion American workers arid over 10 percent of the total work force. 
Much uf the early 1983 decline iri joblessriess did hot result from gains 
in employment, but from a drop in the labor force itself. 

The economic system of the country has not been working, arid 
clearly the old rules are not working. In a number of^ur stete^^ 
cities, particularly in the nation's industrial belt, unemployment js quite 
literally at depression levels. Even with & recovery from the 1981-19^ 
recession, shifts in the iridustrial gwds market and other factors will 
result iri substantial and persistent uhemplbyrneht. 

There are approximately 450 thbusarid autowbrkers, iricludirig 
those In related industries represented by the Uriited Auto Workers 
(UAWj union, who are unempJoyed^Mariy others have heeri working 
part-time. It is estimated by indttstr7^gbverhnierit_arid labor that about 
half of these workers will never return to their fornrier jobs, arid will^e 

classified as displaced workers. In additbn to the problenra of n 

uriemplo^ ment caused by the recession, many other factors have had a 
permanent impact on employment in th« nation s basic industries. 



Thvse other facU)rs inriude new technology. robotization, tjie trend 
toward down-^izinR of American automobiles, and, most importantly, 
the foothold of imports in the automobile market as well as \n those for 
most other industrial Roods. 

Our industrial base has been dangerously eroded. In recent years, 
over 4 million good jobs have been destroyed in basic United States 
industries— steel, automobile, cbnstructibri, electronics, apparel, and 
others: At the same time, the United States is in danger of losing its 
competitive edj^e in the higfi-technology industries that should be the 
source of new jobs and economic growth in the American economy of 
the future. 

Over the past two years, blue-collar workers faced an average 
uhornplbj-meht rate of over 16 percent. This includii^d linemployment 
rates of over 2;^ percent in the autornobile industry and over 50 percent 
in the basic steel industry. Table 10-1 illustrates what has happened to 
oar iiulustrial base as a result of irhpbrts in various sectors of the 
econcsimy since liJBO. 



TABLE 10-1 



IMPORT SHARE OF THE U.S. MARKET 
FOR SEtEeTED IN0USTRIAfc G00DS 
1966 and 1982 



Product 



196d 



1982 



Autos 
Apparel 

Gbnsumer Electronics 
Machine Tools 



Shoes 
Steel 



2 
4 

4 

7.5 

6 

6 



60 
23 
28 
41 
95 
27 



SOURCE: American Federation of Labor-Congr^ of 
Industrial Organization ( AFLrCIO) 1983. 
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RvcTV tirnc a rar. truck, ah ehirihi?. or a trarisrhissidn is imported 
into tin* (Vnlivd States, thoro are costs as well as potential benefits to 
society. The benefits— price and en>?ineerinK^com|)etitibri. and 
consiniier ehoice—are generally recognized. The costs more often 
reniain hidiien. never linked o plicitly to particular policies. But these 
costs are hwi\ and organized labor believes they overwhelm the 
benefits of uhivstricU*d acet^ss to the world s larj^est auto market: 

Since 11^78. fully 1 millioh American workers have lost their jobs 
due to the auto crisis, nearly 30U.O00 in the aUto companies alone. 
Meanwhile, the Japanese share of the market has doubled. If nothing is 
done one-half of the jobs involved in making: cars arid trucks will be 
lust to this country: over one-(|uarter already have been lost. 

The Conpre.ssional Budget Office (GBO) estimates that each. 
pefcetilaRe point of unemployment costs the federa[ treasury $2Jh 
billion. Heeause the 1 million jobs lost to the auto crisis raise ttheovemll 
unemployment rate by about one full jx)int, the CfiOs figure isjl .ftur 
measure of the federal revenue cost of the 1979-1982 auto slump. 

Hut the impact on the federal budget is just the start. One must 
also consider state arid local goverrimerit losses, the com of unused skills, 
of increased crime, alcoholism, illness, fariiily breakup, arid premature 
death. The auto-dei)endent Frost Belt s sad plight is sufficierit testiriidriy 
to the incalculable net cost: 

The American auto Industry in 198^ employed 784.000 people, and 
their suppliers gave jobs to 1-8 million more, for a total of 2.6 million 
Ariiericari jobs directly linked to domestic new car and truck 
productibri, Iri 1981. some 7.9 million new %'ehlcles were produced here. 

and from that we cari estimate that each 1 million Amencan-made 

motor vehicles mearis jobs for about 330.000 auto and supplier workers. 
In 1982, 2.2 milliori imported cars arid trucks were sold here, and in 
1983 the figure will be about 2.4 mijlibri. If ridthirig is dorie, the figure 
may rise to twice that many by 1986.* costing the Uriited States 
another HtSj.OOO jobs; And that does not include the i rid irect jobs 
supported 1)^ the incomes of auto-sector workers, which rriay push the 
joi> loss to mare than one miliioh. 

Enactment of the pending domestic content law would restore, 
nearly half of those 1 million jobs, and would halt the ioss of a half 
million more due to Increased outsiu^ireing that would otherwise occur. 

•A fH'm'nt imfwrt sharf of a car (plus ligrht truck) market of I3.T fiiilUoh units. 
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Although tht* auto slump Has hurt the whole Artiericah ecyjhbmy, 
and although its redress throuRh a content law would benefit the entire 
country, there have been some partjcularly bijg' losers. In several staU^s 
and in o%er a dozen metropolitan areas, auto production constitutes the 
domin5\nt j2:oodvS'producin8: activity^ Not surprisingly, these areas are 
suffering mas^^ ive unemployment, deep fiscal ^ri'sis. and social 
breakdown. In some of these communities (e.R . ealifornia. New Jersey, 
and Massachusetts, as well as Michigan. Ohio, and Indiana) the 1979- 
1982 auto crisis has literally halved the size of the manufacturing 
sector. 



It is obvious that emplbyrheht in many other basic industries is 
atffected by automobile production. The impact is wide" when the auto 
industry declines: Jobs have been lost in dther industries that supply 
materials, products, and services^needed for the production bf cars and 
trucks. Sfx»cial industry employment tables developed by the U.S. 
bepartmont of Labor (1982) show how tctai employment is affected by 

slumping car and truck sales. A? shown in table 10-2. for every $1 

billioh rt<lUctibrt in car and truck sales (measured in constent dollars) 
15.053 wbrkers will be laid off both in blue-collar and white-collar ' 
bccupatibhs in the motor vt^hicle and equipment industry. 

The same $1 billion drbp in sales will reverberate through miny 
other industries. Among the mahufacturing industries, the heaviest __ 
impact will come in the steel and iron industries. which wbujd Lay off 
4.276 workers. Other high-impact areas in mahufacturihg will be tires 
and rubber products, 1.223 layoffs; norsferrous metals and products, 
U038; --lotal stamping. 1.98{); industrial, metalworkjng. and ot-ier 
ribrielectrical machinery. 1,89(); fabric and textije pr^ 
general hardware, screw machine products, and other fabricated metal 
phiiducts. 1,894. 

In the trahspbrtatioh industry, 2,246 workers will be laid off for 
every $1 billion drop in aUto sitte; in w^hdlesale trade. 4,269; in finance, 
insurance, and real estate. 1.048; and in business and prbfessional 
services. 1.792. 

In all, the drop of 15.053 jobs in the motor vehicle amd equipment 
industry resulting from a $1 billion Loss of sales will Have ah effect bn 
other industries that could cost an additional 35,553 jobs. In other 
wor-ds, for every one job lostjn auto, another 2,4 jobs are l<»t in other 
industries. The total loss to the economy for every $1 billion loss in car 
and truck sales will be 50,606 jobs. 
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The U.S. IH partment of Commerce (19^^^^^ 
of domestic cars and trucks ft 11 by $25.6 billion in constant dollars 
between 1978 and 15^82, from $67.1 billion to $41.5 billion. This $25.6 
hillipn decline implies a dro^^ of 385,360 jobs in the auto industry's own 
ornplbymeht since 1978 and a loss for the entire economy of 1.295.5K) 
jobs. 

The impact is even more widespread than these fiRiires imply, 
when the effect oh jobs created through and supported by workers 
sjH'miuvg IS also considered; Not reflected in the earlier fijfures is the 
job loss that results when laid -off workers an^ forced to cut back 
spendinj?. touchinR off further losses in other goods- and services- 
producing industries. 



IMPACT UF TECHNOLOGY AND ROBOTIZATiON 

There are. of course, a number of factors affecting iSe decline of 
employment in the automobile industry: The impact of new t<>chnblbgy 
Is forecast by n^.any as a cause for the elimination of many jobs. 

Company managers *<?nd to regard new technology and robots as 

automatic solutions to economic problems, whereas workers fear being 
displaced 9)y them. 

Some of the worker displacen^ent occurs not merely because of new 
technology and rbbbtizatibh. but rather because of simple 
modernization. Ah example bf the impact bf both new techriblbgy arid 
modernization is_for€seen in the current cbristrUctibri of a new 
automobile assembly plant in the EStrbit area. This plant, wheri ^ . 
completed, will be the firs^ new car assembly plant built irv Michigan in 
over fifty years. The new plant js ex^pected to employ (at full capacity) 
approximately six thousand workers.^t will fiave the capacity, however, 
to assemble the same number of automobiles and parts 2^ two ojder 
plarits that normally employ approximately sixteen thousand workers. 

Much bf the impact bf robotics will depend pn how fast and where 
the techriolbg>' is implemented. Hurit arid Hurit (1983) recently 
completed a study that forecasts the Uriited States robot population. 
Table 10-3 i^ompares that forecast with estimates of the 1981 population 
made by the Robot Institute of America (1983). The fibres show that 
the robot population will increase from less than 4200 iri 1981 to Uie 
50.000 to 100.000 rtnge by 1990; between 25 amd 30 percent of these 
robots will be installed in the major auto mahafacturirig companies* 
plarits. 
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NUMBER OF MBS LOST PER 1 BILLION DOLLAR REDUCTION 
IN CAR AND TRUGK SALES, BY SECTOR 



Sector Jobi 



MunufActunne 

Motor vehiclM indjK]uip^ 15,053 

Bitft fornacM and basic ttael 2,220 

Lrbh and >tiel rqundnes _ ^fi^ 

fitt% and rubber producti 1^23 

Nbhferrous metala and prbducti 1,038 

Gbuu 507 

fiastic producti _ 380 

Metal^mpihl 1,980 

Cutlery, hand tools^and generd faardwart 690 

Screw machine producti 550 

Other fibrtciGid metal producta 654 
General indu&trial $M metalwbrkihk machinery 848 

Othei^nq^lectnca]^ 1 ,042 

Fabric and textik producta 1431 
Electrical industrial apparatus and 

ilghtini and wiring 586 

Other electrical machinery and equipment 783 

Utilities 425 

Finance, insurance, and Real Estate 1,^8 

Transporution 2,246 



Trsde (wholesale) - 4,269 

Services , 

Business and proCetsional services 1,792 

Auto repair 415 

Maintenance and Repair Construction 445 

Other M&nufscturing and Nbnmanufactvrlrf ' 9,125 

Total 50.606 



SOURCE: U S: D^partiaent of tabor (1992) 
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m ROBOT POriMTIONi 1981 AND FORECAST FOR 1990 



Appiicitibri 


Aut^ltdO 
— RingtbfEitiinilii — 


All OtJerRioufictunAj, 1990 
— RihyblEitiinifei 


Total, 1990 
RiliwofEititnitH 


lotil 1911 




Low Hifh 


Low Hifli 


Low 


Hi|h 




Welding 


3,200 
(21.3%i 


4,100 
(IMlj 


5,500 
(15.7%) 


10,000 1 
(13.3%) i 


87(10 
(17.4%) 


14 000 


1)50() 
(36%) 


A&sembly 


4,200 
(2m! 


8.800 
(35.2%) 


5,000 
(14.3%) 


15,000 
(20:0%) 


9200 
(18:4%) 


23800 

i»W|VVV 

(23:8%) 


40 

m 


Piinting 


1,800 
(121) 


2,500 
(10.0%) 


3,200 
(ii%) 


5,500 
(7.3%) 


5000 
(10.0%) 


80(jO 
(8.0%) 


540 

(13%) 


, — — J 1 ^ — 

Mirhine Loading 
( Uiildidihg 


6,000 
(33.3^) 


8.000 
(32.0%) 


17,500 
(50.0%) 


34,000 
(46.0%) 


22,500 
(46:0%) 


42,000 
(42.0%) 


(40%) 


Other 


800 
(5.3%) 


t.640 

(6.4%) 


3,800 
(10.9%) 


10,500 
(14.0%) 


4,600 
(9.2%) 


12,100 
(12.1%) 


400 
(10%) 


Total 


IMOO 

(ioolj 


25,00_0 
(100%) 


35,000 
(100%) 


75,00_0 
(100%) 


50,000 
(100%) 


100,000 
(100%) 


1.170 
(100%! ' 



SOURCES; Hant ind Hunt (1983) ind Robot InititQte of AiMrici (1983). 
'CombinM foandry md michioe loidinf citejorift 
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Althoujfh tho IIMH) ran^e j.W.DOQ to 1U0.OOO) appears wide. It is 
actually reasonable to use such a wide^band because It allows for 
economic uncertainty. The *Mow- cojumns in tJdjle 1^-3 assume a 
continuation of the post- J 978 economic climate of hi^h real interest 
rates and slow; (2 percentj real GNP Rrowth throURhout the 1980s, 
whereas the "hijfh" columns assume a decline in real interest rates and 
a return to a 1970-1978 annual real GNP Kfdwth of 3.5 percent. 

Perhaps the most sijfnificarit as|]gct of the forecast is the 
imj[K)rtahce that robotic assembly will assume in the auto industry. In 
19H1, assembly accbiihted for on ly_ 2 .percent of all robot applications in 
the (iemeral Motors Corporation (GM): by 1990. 28 to 35 percent of all 
robots will be in assembly. accordinR. to the forecast The relative 
importance of welding applications, on the other fxand. will decline: in 
199U, only to 21 percent of auto industry robots will do welding. 
x^)inpared to 1981, when GM had 68 percent of its robots in this area. 
This dot>s not mean that the number of w^Vding robots will decline— in 
fact, it will increase*— but that other rohot applications will increase 
much faster. 

to put these robot numbers into perspective, they should be 
comparted to the American labor\force. which by 1996 is projected to be 
just over 12U million workers. Assuming ah average dispiacentent of 
two yv orkers i>er robot and the middle of the 56,00^ to lOO.lKk) robot 
|K)I>ulatioh range (75.090), perhaps 150.000 workers will be displaced. 
This, ^owever is not th^ job lass. Robotics is expected to employ 
about 75.000 people by 1990. which will reduce the net job loss to 
75^HMj, which will add six one-hundred ths of a percentage point to the 
American employment rate. In the auto industry, 20.000 additional 
robots may displace 40.000 workers, or nearly 6 percent of the 1982 
American auto work force. 

A nott» of caution is in order here. Robots are only a small part Qf 
the total aiitcmatioh picture. Flexible autorhatioh combines numerically 
cdhtrolled machihe_tobIs and robots with automatic storage and 
retrieval systems. Each of these inc^ases^productiyity by iteelf, but the 
effect is magnified when these systems are interconnected, as is 
increasingly the trend. Thus^ labor djsplacement calculations based on 
robots alone may senotisly underestimate the probable labor^vittg 
effectof flexible automation as a whole. 
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mm AUK tllK DiSI'LAtKI) WORKERS? 

A(iiiinp the (liscourajri'U workers aricJ ihvoluntiiry |)art-timers puts 
iHo ( Urront number nnemployec] or un(ieremployed at 17.9 miljion-- 
15 s percent of the country;^s potential civilian lal)or force. Despite the 
rnii lions of unemployed workers in our potential work fon-e. and: 
despite the Knnvinf!: numbers of workers who are bcconimj; totally 
displaced or underemployed, their actual numbers are hard to 
determine. So little attention has been pa^d economic dislocation in 
this countv v that ho one know s the exact number of workers 
unemployed or underemployed as a result of plant closmtrs or indefinitfi 
U yof fs; 

The o^)st;^cles to retraining displaced workers include the nation s 
inal'ility to count them accurately arid, in some cases, to find them^ A 
(ohK'ressional HudRet Office study ( 1982) /' t the number anywhere 
frorti imm) to 2 million, de^)eridin^r partly oh how they are defined: 

We are therefore concerned by a number of studies that appear to 
minimize the pi'oblem- studies that adopt narrow, resfrictive* _ 
definitions of displacement. It is imperative that a jrbod. statistical effort 
[»e made to measucS4he full extent of the displaced worker problem. 
Amone the federal statistical agencies that could undertake such a 
proj«Tt the Bureau of Labor Statistics is best suited because of its 
u-chnical knowledge of and extensive experience with labor market 
data c<)l lection and iMialysis. 

As for criteria to use in defining displaced workers, the most 

obvious one is unemployment. Displaced workers are workers who have 
lost their jobs due to structural changes in the economy, such as 
increased imports, technological change, or industrial restructuring, 
and who are riot likely to regain their previousjobs. These are workers 
who have beeri laid off due to a plant closing. They also iriclude workers 
who have beeri laid off with rio recall date (which often means that they 
are unlikely to return to their previousjobs): Moreoever. there are long- 
term unemployed who face limited opprtunity for reemployment in the 
same industry or in a similar occupation. 

Although joblessness is the most obvious criterion for classificatibri 
as a displaced worker, it is not the drily Orie. There are workers who. 
after suffering displacement, manage tb^firid work m anotherjndustcy 
or occupation. More often than not. these workers find>bs thit pay far 
less thari did their previous job;s and are far less secure. It has been 
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ostimami that Iho loss of earhihjrs in the first five years followinR 
(iisplacrment for a worker in the ha^sic manufacturing industries is 
about twice the averatre annual predisplaeement earnings. Any 
measurement of the exti'-ia of displacement must include those workers 
\vh() have only been abK^- io secure reemployment at a substantially 
Kiwer pay levehwho are workinj? fewer hours than they would like, or 
who have been forced into unstable, dead-end jobs. Much of this eari be 
attributed to tht^workers' lack oi adequate skills and nonavailabihty of 
comprehensive training programs. 

In addition, there are displaced workers who have dropped out of 
the labor market tecaust* of poor job prospects. This includes not only 
the "discouraged Unemployed/' but also the involuntary early retirees, 
there are numerous cases where, for instance, a lon^-tlme worke^ opts 
for retirement because of the near impossibility of obtaining new 
emf)loymeht, even though he or she wants to work and would have 
stayed on the jol) if it had hot been eHminated. Oft^n health status is a 
factor in such castas: t!ie displaced long-time worker may have been able 
to perforrn his or her job perfectly vt-elK but when the job ir. l(»t. that 
person may be forct^ into premature disability retirement due to 
marKinal health status. Such workers also must be iieritified and 
counted. 

In conjunction with deter rhinihj?: the number of displaced v^-orkers, 
information also should be collected on the characteristics of the * 
displaced Unemployed and underemplQ>*ed. This should include such 
[nformatiph as age., education, sex, race^ health status, and broad 
KtH)graphical locattoh. Information on the corses for displacement is an 
esM>ritial ingredient to an understanding of the probiem. Therefore, 
organized labor urges that an effort be made to trace the reason for the 
dislocation^ whtther to technological change, international trade 
developments, product phaseout. shifts in markets, and so forth. 



TRAINING PROGRAMS NEGOTIATED THROUGH 
CdLLEttlVE BARGAINING 



•The Uniani Automobile Workers (UAW) has initiated many 
programs in its collective banfaihihg structure that will assist workers 
in gettirij?: heeded ecucstion and traini?!^, including pro^arrs fo** both 
active and laid^ff viorkers. In negotiations within the auto industry, 
there is a cbmrnitrheht by the auto companies to spend over |100 
million a year for this purp<»e. In addition to the automobile industry. 
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ihvrv aro siniilar pro«:ran)s in the airricultUral iitjplcment industry and 
in the aerospace industryJsucH as those jio^btiat^d with Iriternaliorial 
Harvester and llockweJl Ir ternatibrialj. There are numerous other 
programs underway. However, this education and training can only 
iK^eome meaningful when there are decent jobs available for everyone 
>eekirij2: wnrk. Full employment is a fundamental need, and we heed a 
national commitment to achieve this Roal: 

The heed today is to analyze the job heeds for the future, and to 
beRih the task of necessary job traihihff and retraihinR of workers to 
meet those job demands: Labor has acted to do so^rhethihg about the 
need for job retraining for its members, as the imipact of high 
lecHnolo>ry has adversely affected the job opportunities and security of 
its workers. Unions have been experiencinj? wariiinRs about 
oomputerizativm, robotics, and new/hiprh tec hnoilogy since the 1950s and 
HH)Us. L]h:on contracts with autd. aerospace, aRricultural implement, 
and hundreds of independent parts and supplier pfAVhts wjth vvhortl the 
UAW barjrains Include prbvisiphs for absbrptibri* jo\.> realiffnment, and 
wa>?e and seniority prbvisiohs for thousands of hew jo\bs and jbb 
processes brou^rht about by automation and hijrh techmolc^y. 

More recently. In response to the massive layoffs arhon^ union 
menibers. the UAW nejfotiated both protectee job language and job 
truininR and retraining lanRua^e for its members: 

UAW-General Motors Joint Skill 
beveibprrienl and Training PrbKraJn 

The 1982 UAW-GM agreement addresses the prbblein bf retraining: 
both displaced and present workers b^' providing for the establishment 
of a Joint Skill Development and Trainihi? Committee. Sbme bf t^c 
major resp>onsibj!ities of the Joint Skill Develbprheht and Tr&ihihj?: 
Committee will be as follows: 

• Arrange for or provide "trainiriR, retraining, and deveSopmeht 
assistance for employees displaced by new ^h^ologies, new 
production techniques, and shifts in customer product 
preference. It could also undertake simij;i'/ efforts for 
**emplbyees displaced as a result of faeilitj. closingrs. or 
discbntinuaricc of bperatidns/* 

• As ah initial pribrity, *tb review* skilled trades employees 
training in hew techholoRy, including rbtibtics.** 
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• to (ievoloj) ami provide **traininfi: tu enhance skills for present 
, Hrid ahticipaU?d job responsibiiities and to meet new 
tc^chholoKy." 

The hew Joint Skill bevelopmeht and trainruff Program will be 
directed by e(|ual humbers of represehtatives of ilie uhibh ahd the 
corporation. 

Over $40 million a year has been earmarked for helpmg la id-off 
(iM workers get back into the work force, through retramjng for ne 
careers or job search assistance and counseling. The funding grew out 
of 1982 labor negotiations with the United Anto'iVorkers anid, in 
• California^ is significantly aided by esdsting state and federal funds and 
staff. The U AW-GM program has cbriceritrated bri Los Angeles and the 
Sah Francisco Bay Area because of plant closings at South Gate and 
Frehiont. fc'aliforhia, although projects are how being initiated in Flint. 
Michigan, and other locations. 

GM's retraining program illustrates the somewhat limited impact 
even the best-designed. fuHy funded projects may have. Taken togetfien 
the General Motors plant closures in Fremont and South Gate in March 
1982 constitute the largest single-employer closure in California, 
affecting bv^er eight thousand workers and hundreds more from feeder 
industries. Most of the Workers were Ibng-term, well-paid enipibyees 
with horitrahsferable skills and no place to gb. They suffered all the 
financial and embtibhal problems described in journals and articles 
written about the plant closure phenbmehbh. 

Before the two plii; Is finally closed, there were periodic layoffs; 
some layoffs lasted long as two yea^^This^ history of layoffs 
convinced both workers and potential new employers that there was a , 
chance that the plants would reopem causing the workers to ho[d ou^ 
for that day and eniplbyers not to hire. This negative atmosphere and 
the sluggish labor market have prblbnged reemployment of the 
workers* 

In November 1981. a Displaced Worker Center was established Jn 
Fremont. Later, in March 1982. a center was established in South Gate. 
Both centers were designed to provide extraordinary services for laid- 
off GM workers. They have served as a focal point for mobilizing state 
and community resources 3nd support for the reemployment project 

In April 1982, a historic collective Bar^ining agreement became 
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effective, formirig: the General Mbtbrs-Uriited Auto Worker^ Joint Skill 
Develbpmerit arid Trairiirijr Cbrrirriittee, \vnbse purpose is ib prbmdte 
trairiirig, retraining, arid related activities to upgrade the skills of GM 
autoworkers nationwide and to assist workers affected by closures- 
After negotiation of this agreement, state and local officials and the 
Joint Committee met and developed a service and training plan. 

In November 1982. individual contracts outlining specific services 
to be provided were entered into by the GM-UAW Joint Skill 
Development and Training Committee arid the following state agencies: 

• Califorriia Eriiplbyriierit Develbpriierit Departriierit 

• Califorriia Departriient of Trarisportatiori 

• California Department of Mental Health and Department of 
Apprenticeship Standards 

• California Department of Education 



• Board of Governors of the California CbmmUriity Cblleges 

• Rarichb Saritiagb Cbriiri^uriity Cbllege District 

• California State Office of Employment and Trairiirig 

Under these agreements, a comprehensive project was established 
to address the needs of the workers within the context of labor market 
demands; that is, all services and retraining were structured to respond 
to project employer demand for the skills and occupations callini? for 
workers' skills. The many components of the project, froiti intake to job 
search assistance following trairiirig. are brgariized iritb a caafdiriated 
delivery systerri, which rs flexible eribugh sb that wbrkers cari go 
thrbugh the eritire systerii br brily those parts bf it required tb meet 
their rieeds. 

The following components make up the total system: 

• Registration. Each worker is registered at one of the centers: 
Training center staff review the worker's job history and the job 
description provided by General Motors to identify each 
workers experience, skills, interests, aspirations, and goals. 
Based on this information, it is determined whether the worker 
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Has marketable skills or is in need of retraining in a demand 
occupation. 

Retraining assessment All workers interested in refining 
receive a retraining assessment, which consists of in-depth 
counseling, a test to deterrriirie the approximate grade level of 
learriing ability, and, if appropriate, an aptitude te::i. No 
training is undertaken unless there are estirnated to be 
sufficient jobs available to secure reemployrrient 

Support serv ices. 

- Mental health; At the same time that skills and training 
needs are being assessed, each worker is also ass^ed t^ 
determine whether he or she requires referral to personal or 
family counseling (also known as stress counseling), ortoSe 
financial counseling that is provided through the community 
task forces. If such services are riot required at the time of 
intake but are needed later in the process, a worker may 
return for such referral. Support services may include 
health and mental health ser\'ices, family couriselirig, 
vocational rehabilitation, and alcohol and drug abuse 
counseling. 

- Trahsportatibn: The California State Be^ftmeht of 
Trahspbrtatibh. in cooperation with the traim ng center. 

pirovides a variety of sendees to assist workers with 

transportation to training sites. This assistance includes: (1) 
rideshari'ig; matching and placement assistance to help 
displaced workers organize car. van. arid bus pools; (2) 
awareness programs to inform displaced workers what 
ridesharing is and how it can help themj lS) irifortnatidnal 
materials designed specially for UAW-GM workers, as part 
of the awareness programs noted earlier; (4J vans arid driver 
trairiirig for riewly organized van-poo] groups ahd^^^^^^^ 
drivers; arid (5) tickets for public transit system rides. 

The critical. e!em<}rits are the van and car pools and the transit 
tickets, without which mariy workers could not afford to attend 
retraining classes. 

Job search assistance and placement Those workers who are 
determined t^ j)ossess marketable skills already or who develop 
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such skills Ihraug'h retraining are prmided with job search 
assistance, which consists of the fbUbwingr 



- Job development: Center staff, uhibh represehtatives. br 
loaned GM or other executives cbhtact emplbj'ers to solicit 
job order^ in general, or to market the skills of ah individual 
retrained worker. 

- Referral and placement: A worker who meets the 
minimum qualifications established by an employer is 
referred on a job order 

• SkilU transference^job search workshops: Wbrkers with 
marketable skills are taught how to find local job bpenings, 
hbw lb sbhcit job interview^ successfully, and hbw to 
perform successfully in the interview prcxress. In the skills 
transference part of the workshop^ the wbrkers are taught 
how to analyse their past jobs to identify their skills. They 
are also provided with labor market information that 
enables them to identify employer^ A^fio w^lll m<»t likely haw 
a demand for tht^e skills. The workshop^also teaches 
workers how to transfer their skills from one job tc another. 

• Retraihihg:. 

- Retraining plans: To ensure that wbrkers are eligible for 
California Uhemplbyment Ihsurance Retraining Benefits, 
the staff of the Emplo>7heht Develbpmeht Department 
develops an individualized retraining plan for each worker 
requesting retraining: The plafts take into account the 
workers existing skills and interests and the condition of the 
local labor market, and are used to develop specialized 
training courses or to negotiate for openings in exi^^ting 
training programs. 

* Empibyer-based training: The StateDepartment of 
industrial Relatibhs» in cbhjunctibn with the California 
Worksite Educatibri arid trairiirig Office* provides staff to 
identify those employers apprbpriate for participatibri iri the 
employer-based trairiirig cbmpbrierit bf the project These are 
employers w*ho hire the wbrkers arid who cari provide bri-the^ 
job training. 
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- t'laii^rbom traihihr- The State Department of Education 
and the chancellors office of the California Cdmmunity 
Colieg^ negotiate with local commuriity college arid with 

regional occupational programs, ce.ii^rs, and adult 

education programs to secure appropriate classes for GM 
workers, or to arrange for training slots in already existing 
classes and programs. 

• Trade Adjustmem Act th center, under ^e 

training* from private rioriprdfit arid proprietary training 
providers, as well as public iristitutibris. 

- Unempfbymeni behents: Displaced workers who are 
enroll^ in approved retraining under ah approved 
iiiidividualized retraining plan are eligible for up to twenty- 
six Weeks of additional uhemploymeht insurance benefits. 
The Employment Development Department reviews and 
riidriitors retraining benefits. 

It is estimated that two huridred workers will need either first-time 
or return visjts of emplbj'riierit cbUriselirig assistance to make vocational 
decisions and to obtain support sen ices, training, or employment 
during the phaseout pehc^. The objectives of such emplpymerit 
counseling are to provide vocational assistance that will eriable 
individuals to become job-ready and to obtain satisfactbiy erilploymerit 
this wiii b<? accomplished by trained employment counselors usirig 
appropriate assessment skills and im:truments tb help workers 
uriderstarid tbomselves afid their potential in relation to reempldymerit 
bppbrturiities. 

table \\V\ reflects the activity in the UAW-GM project through 
May IIKSH. 



UAW-Fbrd kmpioyoe Development and Training Program 

the jointly admiriistered Employee Development and Training 
Program is a key elerrierit r.^ the cbrilprehensive, ina^rlocking matual 

growth rramework that the UAW arid the Ford Motor Company 

created in their 1982 collective bargairiirig agreenierit. the agreement 
charters the program to **prbmbte training, retfailirig arid development 
activities and efforts, ar)(] in the process . . . contribute to the 
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TABLE 10-4 

UAW-GM BISPLAeED WBRKE R REEMPtBYMENT PRGGRAH 

Number of Tun« 
Activity Service Provided 





8,341 


Entered Employment 


1,456 

CCA 


r>i ■ , '.^^..^^ 




Obtained EnipI6>Tneht 


792 


Job Development Contacts 




Promotional Employer Contacts 


ti,iti 


Job Search Training WbrkshbcK 


236 


Number of Partlcipaiits 


1,882 


Rif^/err ed to Training 


2,956 


Enrolled in Training 


2,271 


Referred to Supportive Services 


2,227 


Emplbymeht Counseling Iriteniews 


3,550 


Financial Coun»ling 


251 


Job Orders Obtained 


1,077 


Job Referrals 


5,287 



compc»titivenes.s and well-being of the cbrhpany— Jispects which ar«__ 
i»ssent!al to the job security, p)ers6nal growth, and develbprrieht of Ford 
employees." 

The program's principal obi|iecti%'es are as follows; 

• Arrange for career cdun.seling. retraining, job search training, 
and placement assistance for jaid-off employees 
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• Assist in desisrhihsr and obuining appropriate career counseling, 
training, retraihihjz:. and personal development for active 
employees 

• Support local and natibhal UAW-Fbrd employee involvement 
efforts and other joint activities 

• Provide opportunities for the exchange of ideas and inhovatibhs 
with respect to employee development and training ne^s 

the Employee Development and Training Program focuses on the 
employee. The thrust is tc expand the principles of jnvoivement to those 
of c^ring^arihg about careers, personal plans, and human progre^. 
The program itself is being developed and applied along participative 
lines: local committees, employee vbluhtarism. local program flexibility 
and autonomy, and national support Further, theprbgfarn extends into 
the community, creatihj? working cbhsbrtiums with educatibiul. sbcia.. 
and governmental bodies. 

Program features are coordinated by the UAW^Ford Natibhal 
Development and Training Center: The center is directed and guided 
by a joint governing body consisting of an equa] number of (wripahy 
ahd UAVV representatives. Day-to-day oporatjo 

rhahaged by an exetriitive director w^ith a small staff of pj^fe^ional and 
adrhihistrative sup{K)rt personnel, including four program associates, a 
career cosuhselihg and guidance associate, and a job development and 
placement a^^soci^te. 

The center concentrates oh planning, design, and <x?ordinaiidn 
funi lions; It provides on-site assistance to local mahagemerits and 
unions to help them design and implemei^t local prc^ram applications. 
It principally relies on existing communHy educational and couhselirig 
resources, and uses their faculties and curricula tb provide specific 
training and development programs: The center is building a 
participative program delivery network Imking Iccal mahagemehts, 
local uhibhs. and educational and community resources throughout the^ 
cbuntr>\ 

Funding totals more than ,?10 million A year for tfse program, and 
the center and its activities are funded Under the collec'tive bargainirig 
agreement at five cents per hbur worked, wi^h expenditures authorised 
and approved by the centers joint gbvernin'/ bcRjy. Like the UAW-GM 
program, funding has Ix^en supp'^mente-.i by state and federal training 
funds. 
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Specific UAW-F<*rci pny^thini examples include the following: 



Naiiohal V-x-alibhal Reirainih^ Assistance Plan. 

• Includes a prepaid tuition assistance plan for ceru in Ia:d-off 

employee^: 

• Covers tuition and certuin fees up to Sl,6t)0 per year for up to 
four years, depending? on seniority, for self-selected education 
and training. 

• Through June 198;^ o\c^r twenty -one hundred course 
enrolImehLs have been approved throughout the United States. 

Targeted vbcaiidhal training project?. 

• SiK^ially desigrr^, full-time technicil or skills-oriented training 
for Iaid-<jff employees focuses on areas identified as having job 
{)rosjK*cU or representing future job growth markets; 

• The initiiil project at Henry Ford Community College covered 
seventy-two individuals, including laidn^ff Ford employees from 
fifttH?h southeastern Michigan locations siiid eighteen individuals 
frbrh other cbmpahies. through joint program and public 
funding arrangerhehts. Forty-two participants recently 
graduated, ^nd eighteen of therh have found new jobs, to date. 

• Projects have subsequently been initiated at five other Ideations. 

in cooperation with local training providers, which cover nearly 

three hunared more laid-off employees- 
Career counseling and Ruidance, 

• Assists both active and laid-off employees in forming and 
achieving their jiersohal and career goals. 

• Cbhtairis four rnain cbrripbhehts: self-awarehess, cai^er 
awareness, career decision making, and career planning. 

• Six joint l(Kal corhmittees have initiated counst^iing and 
guidance for laid-off employees: the national center has assisted 
in assessing providers' qualifications and establishing local <^ 
programs for nine locations covering more than nine hundred 
participants. 




Job search skilU training. 



• Provides laid-off emp!o>'ees with self-dir^ted idb^huhtirii^ skills 
2nd profe5S)ona[job search assignee; this supplemehts basic 
state emp^oyrnent ser%'ice and employment search orientation 
sessions. 

• Training includes provision of iabor market information and 
development of job-seeking support S5'Stems, resumes, and 
interviewing skills. 

• Training is conducted by outsjde providers, generally f'xm the 
academic comrauhity; varies from about a week or more; longer 
workshops include "^Job club" techniques a: four locations. 

• Through June 198- . special job s^rch skills workshoi^ have 
been (or about tc ]^} established that cover over eight hundred 
laid-off employees as of lhat date. 

Special hatibhal center assistance for facility closings. 

• On-site consultation and Help in liaison with government 
agencies and cbmmuhity resources for Sheffield (Alabama 
casting plant) and Sa'i .!'*se (California assembly plant). 

• Pursuit and proctzrement of state and federal funding to 
augment program-sponsored emplov'ce development training 
activities. 

• EvpJiiatidn and assessment of loral needs through vocational 
interest and related survey serv ices. 

• Career cbunselirig arid guidance activities aimed at assessing 
employets interests, aptitudes, basic skills and attitudes; 
providing career and labor rriarket iriforniatidri; arid enhancing 
decision-making skills to ease trarisitibri to retrairiirig arid/br 
other employment. 

• Basic acaih^'mic brush-up courses under program sponsorship 
offered by l-Jicaj education and training providers. 

• F'brriial vocational retraining program^, consistent with 
emplbyee iriterest arid labor market conditions, under 
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spor-sorship of ihe joint program and other funding from 
external sources- 



• Job search skills training supported by the UAW-Ford proirram 
and state fund^, 

• Job placement assistance. 

Table 10-5 reflects the activity in the UAW-Ford Training Pioject 
through June 1983. 



TABtE iCkS 
UAW-FORQ TRAPPING PROJECT ACtlVItlES 



Activity Numfe of Tiroes Activity Provided 



Vocational Assistance 2,100 

Targeted Vocationzi Training: 

Locations 4i 
Individuals 330 

Vocational Plans and Interest Surveys: 
Location! 

Individuals ti,30G 

Career Counseling: 

Locations. 9 
Individu^ 982 

Job Search Skills Training: 

L^id-off individu&ls 800 



AsseMMment 

Employment of those in thf^ U AW-H^rd prot^ram at this time is 
inconclusive. Hov^ever, in both and Ford programs, many of the 
gains of employment do not app**ar to result from retraining, but rather 
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from tht? program s ctKJnselirig and job seanrh advice. Itetraining alone 
doe> hot have a significantly greater impact on reemployment rates 
than job search assistance. 

Admittedly, an economy with ah uhemp1o>weht _rate of more than 
10 percent is a poor laboratoo' fo^J^sting the idea of recyclihg bliie^ 
collar workers. There have b^n «wagh success stories to pmvide some 
basis for optimism, and some experts agree tfiateveh a hahdful of 
siiccessfu! convor5l;>ris of ex-industriai vcorkers n^es [t al! worthwhile. 
But even its ^d-ocates ackrM5w^^f^ge that retraining Ji?ts limited 

It may be too early in these programs to say that these ftre 
conclusive resulLs, but traihihg prograTm must be all-inclusive, with a 
great deal of emphasis oh counsellhg and guidance, as well as financial 
siUpTJort systems being made a\uilable while in training. And such 
supjiort systems are an absolute necessity for adult workers involved in 
training programs: Workers who are uhejhployed and. ih most cases, 
without income of any type need trahs_portatioh ctKts. child care, legal 
and financial counseling, and subsistence to be able to take full 
ad\-ahtage of training. 



LABOR'S VIEW OF THE JOB TRAINING PARTNERSHIP ACT 

The Job Training Partnership Act (JtPA),_enacted in October 
1982. creates a hew federal ^traihihg prbgrani. This new legisla tion 
replaces the Comprehehsive Ehiployment and Traihihg ActxCETA). 
which for almost a decade was the pnhc|pal vehicle for assisting 
Americans in need d employment and trainin^^rvices. 

The newly created triiini ng system differs from GETA. ahd is 
seriously inadequate in a number of aspects. Hovvever. the new 
presently is the only means by which federal support for such activities 
as trainihg, retraining, and job search assistance is available: One 

pa^itivo feature of the uew legislation is a new displaced workers 

pmrram that should be of some aiiiistance to laid-dff workers, although 
it. Ux». has serious lirhitatibhs. 

Funding for the displaced workers prbgram^urrent or 

projKJsed— fajis/ar short of meeting ctxistihg rie^s. Initial 

appropriations by Corgress for tJie (mrrent fiscal year U 983- 1 984) are 
only "seed" money to begin the prc^ram. and propc^ed fuhdihg for 
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fiscal 1984 is expect^ to reacfi only a small percentag-e of the workers 
estimated to be displaced among the nations 11 miiiion unemplayed. 
Moreover, the pmg^^m is encumbered by restrictions that wiii hamper 
the effectiveness with which even these limited funds may be utiiized. 



There is a need to increase funding vastly for all aspects of JTPA_ 
2,nd to provide continued funding to ensure the continuous existence of 
the proj^rarh arid allow Ibng'^r-^term plahriiri^. Moreover, jDrograms 
should be fully federally furided. arid the requirements for state 
matchiriiT furids eliriiinaied. Also, leg-islatibri should require advance 
notice of major plajit shutdowns 4)r major mass laytiffs^ and shouid 
remove any limitations oh the use of federal funds for stipersds, 
allowances, and support sen- ices; 

Indeed. Congress should require that stipends and aiiowances be 
provided. Without such incomie maintenarLce, participation will be 
limited and programs will minve towara shoft-ti?rm tt-ainirig, which 
often fails to result in skill dewetoprrierit leadiriif to good, Ibrig-terrri job 
bppbrturiitie.^. 

Cohgre^ also should require that supportive services be provided, 
since they often are a.precbnditiori fotr the success of trairiirig or other 
forms of assistance. For many displaced workers, particularly those 
who have been uhemployied for some length of time, it is impwssible to 
raise sufficjent financial resources to support their f»nily needs and to 
pay for transportation to the training site, as well as nave money for 
lunches, telephone calls for job search activities, znd trar^sportation to 
job interv iews. In some cases, unemployed parents will be unable to 
participate in training programs without child care. 



Jt is also essential that displiuced workers have access to cbUriselirig 
to deal with fariiiiy pkx)hlemi^ -issciciated with tiriemplbymerit (e.g., 
drihki.ig arid m. ritai problerrisj arid bther psychological arid embtibrial 
difficulties. To avx)id the stigrria arid cbrhplexity of exist . aocial 
s<'rv ice aRi-hcies and to encourage displaced workers to view themselves 
as part the total working population, social ftervic^ Uncladihg the 
services of a trained social worker) should foe avajiable at the training 
siu^ or through an information and service cenU*r tfet can be available 
for referral Tied to those nti^ded services are hcrs^Sth care protection 
and assistance with mortjKj^ire and utility payment difficulties; 
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IMPblt ATIUNS FOR TRAINLVG AND 
EDULATiOSAfc fSSTITUTIQNS 



McxJel^ are r?^etJej^ in job training. Such n^^e^Is^xbt; The job 
trairiin>r projrrarns eaUblished by the IIAW and Ford, and th^Pr'>g;r^^ 
Ih iu^ implemenlt-d by the UAW and General Motors Corporation, as 
well as the lahjjuajre establishing such profrrams in numerous 0A\V - 
company cbntract language agreements are a good place to beg:in. For a 
compiiny or business to attempt to undertake such a concentrated effort 
as job training and retraining, there must be CiK}peration; there must be 
CQordi^tmn: there mu^i be a mutuai working relatidhsHjp between 
company and anion; and the participants must seek djfcitside help 
through edi^^ation^i institutions to deliver programs. Jhe same rules 
apply te> educational institutions: 

For an t^ilucational institution to consalt only with management in 
bu>iht*>s or ir.d Uiitry about the training and job retraining needs of its 
worker?. wjth(iat a ^ consulting witl* the union \ re^nting those 
workt^rs. is unthinkable. L^bbr believes thai the four integral parts of 
any such job training relationship are employers, unions, educational 
institutions, and goverrrneht. Unions, for the most part, represent the 
workers for whorn the job training program is intended^ Labor 
representativi^ have knowledge and expertise to offer. THey know their 
members. They are closer to them in the communicatiohs process than 
anyone elsiv They km)« their needs; their wants, their hopes and 
aspiration^. And chey rt^present the? i at the warkpiace and in the 
corhmuhity. 

Educau.'r>, niiHr:agemeht rer>:'*^ :>entaUves of business and industrj, 
go\t rhrru nta, '^^ailer^^. and union representatives need to do several 
things if this er.tire training effort is to succeed, the first is to have a 
blu< print for a wording Arherica. 

The Problem— back of Industrial Policy 

InijK.rts an(i artificial trade barriers have eroded jobs and 
contril)Utcd immenseiy to the decjine of the i^nomy and the 
displ'irement of industrial workers: So have (and will) technolc^icail^^ 
change and fu!:k>tics. Vet the federal government's sndastrit and Iajl>or 
market iH)licit\s an* practically nonexistent. 

So mtKiorn develoiK^d country can afford to allow its basic 
industrirs to deUTiorate. And in virtually rUl the ether ihdustHal 



156 

162 



7 



courilries-— t'X'.vpl the United Stales— gdvernrhenl, business, a:nd labor 
have forjred a ntiVonal indtistrial policy to help their key industries 
modernize and stav competitive in the productive economic- sectors that 
jrenerate good job> and healthy g^rowth: Yet o wjr government has not 
only failed to develop a pcsitive plan to help our basic industry, it has 
ridopted eeonornie progri^ms that havc- squaridered public capital by 
giving 'tasteful tax breaks to the ^^^/ealthy, and has »^orsened the world 
rect-s:^ibn by keeping real interest rater:- high and choking off productive 
industrial ihveftments. 

Americans can ho longer sit idly by *Ahile our basic industries ar^ 
devasiated by bur own government's disd-^trous economic jxilscies and 
by competition from foreign companies supported by their national 
I'oN^ernments; If we allow our industrial jobs base to go down the drain, 
we will dso soon lose many of the service^sector jobs that depend on the 
profits, the payrolls; the tax revenues, and the productivity increases 
that are generatol by our manufatfturing industries. Ensuring a strong, 
diversified industrial ba.v' is essential to this country's future 
prosj>erity. to maintaining healthy cdmrhUniues, io achieving full 
empldyrnent. arjd to continuing America s leadership in world affs'-s. 
Reversing the current painful process of deiriduftrializatibn will 
require a national commitment to a new American industrial policy 
designs to rebuild bur country s ailing industrial base and to foster 
hew industries as the foundation of sustained, balanced economic 
f^rowth. 

Mast American industries are now operating at less than 70 
IHTcent of capacity and will not be able to invest capital in new plant 
ex{*ansion or modernization until consumers start buying their 
producLs. And that cannot happen until more Americans have jobs and 
money to stk»nd. Thus, a lar^e-scale public job.s program— on the scale 
of the receht AFL-CIO prbposal-^couid not only take millions of 
Americans off the uhemploymeht rolls arid put them to work, it could 
also stiri^ulate g^'owtH, investment, and hew jobs iri America's basic 
\n(i ustries. 

But even if we ari^ j*ijecessful in pulling the American economy out 
of recessirin, we mast forge positive nc-sv policies to help American 
industries and workers rebui'ld after more than a decade of failed 
fwnomiV' ^Kjiicies. cor|>orate mismanagement, external inflationar>' 
joits. j^nd aggressive foreign comfx?tition. We must face the fact that 
plant ( 'asings wi U continue to devastate communities and. workers 
unless ue pasv^ new laws ti establish basic corporate responsibility for 
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the community impact of shutdowns. We must establish new forms of ^ 
pablic assistance to lessen the shock of the economic dislocation, retrain 
unemployed workei^, and brinj^ new jobs into the community. 

Any plan to rebuild American industry* rriust also reedgriize the 
new importance of internatiohaljrade to the American ecbriorny. 
Twenty years ago. American companies dominated world markets. 
Today, fdreijrn companies of Japan. Western Eujx)pe, and new 
industrializing countries— backed by their goveniniente' industrial 
policies— have taken ever many world markets for manufactured ^x>ds, 
including a large and growing share of th£ American market We mast 
take action to counter the Unfair trade practices of other eotintries and 
to corrpete effectively for a share of the markets that are important to a 
healthy American economy. The first goal of American trade policy 
mim be a healthy Amenca//{ industrial base and the preservation or 
creation of American jobs. 

The real key to a healthy American industrial base is productive 
capital investment, th^t is, to keep our o|der basic industries rhixlerh 
and efficient and to make sure that our new'er high-tech industries stay 
on the cutting edge of technological development a3id applied 
proriuction processes. A national industrial development bank would be 
one-essential institutibh that cbUld make and guarantee loans to finance 
private and public;capital ihvestrtieht projects. 

Rebuilding American industry will require new kind of social 
contract among business^ labor, and goverhrheht To qualify for special 
treatment targeted to the specific heeds of individual industries, 
companies will have to commit therhselves to a productive and 
resix)nsible use of those resources. Increasc^d mvestment in new 
pnxlUctivt^ eq^Uiphlent will ha%'e to be mad& in the tni^eted industries, 

rather than in corporate takeovers in other irdusb'ies. Those 

investments should be made in this country, not abroad, and in existing 
locations, wherever feasible. There should also be positiv^r sssistahce to 
displaced workers and cbrhrhUriities wh^^n existing facilitres have to be 
abandoned to cut back. 

Reindustrialization programs develofKJCv through this tripartite 
process should emphasize a healthy workplace and a clean envjronment, 
noridiscriminatior^ for women and minority worke^^. and development 
of rewarding, di'-i'ent jobs for all workers. Gompanics receiving targeted 
application of public resources for revitajizing their industries must 
acknowledge the rights of workers to join unions. Government, business. 
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und labor must lk» prot^arl^d to contribute fairly to the rebuildinj? of 
American industry, liy brih^ihy: tdj?ether the nmjor parties in economic 
decision making within .such a framevvbrk. a national industrial policy 
could help ensure that coherent, coordinated policies result in achieving: 
the ecunmny'j^ basic ^oals: full employment and a risinj? standard of 
fivini? for Americans: 

This nation cannot have a healthy econom}^ without a healthy auto 
industry. Those who sU^Rest we can simply purchase automobiles made 
overseas are really advocating that we vvrite off our other basic 
industries that depend on American auto production. They also ignore 
the fac; that American aUto producers are the major market for the 
products of such new hij?h-tech industries as industrial robots and 
semiconductors. Does anyone believe that the Japanese vvill purchase 
their robots from American rnu.nufacturers to build cars or 
manufacture steel in Japan? 



Org:anized Labor's Suggested Sdluliohs 

America needs a new industrial policy because the old rules no 
longer work. Years of haphazard planning have put profits before 
people and short-term gains before long-range needs, this has left our 
nation with thousands of idle plants and millions of idle people. Now we 
need a careful, coordinated prwram to rebuild industry and put people 
back to work. 

The first thing to do is to set ^coab for investment research and 
development, trade policies, business growth, and all the other 
necessities for industrial rebirth. Tfuen we musl ensure that the plans 
are financed and carried out We need to draw oh th^ strengths of our 
older, mature industries whilt developing the potential of emerging ^ 
industries in order to create an economy of abundance. By participating 
and discussing, coordinating and carrying out we can brmg to birth ah 
economic renaissance. But it will take careful deliberation in which all 
must participate. 

Completely nevv approaches ust be designed and implemented. 
Incentives must be designed to pr ^/note a greater cooperation among 
labor, private/governmental employers, ahd_edUcatidn or training 
institutions for the purpose of preparing citf^hs for nevv careers and 
upgrading skills on current jobs. 
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There should be a structure to allocate federal resources, arid it 
must be designed in a manner that promotes interstate plaririirig for 
labor market areas that cross state boundaries. Programs must be 
designed to encourage worfers to seek preparation to qualify for 
emerging occupations, to be mdjile and to maintain their employment 
as well as seek training while still employed. 

The ^ ..rreritly fragmented aUthonty arid accdUntability for the 
federal job trairijrig prbgrariis must be clarified^ uriified, arid erihariced 
with udditibrial furidirig. These prbgrariis riiust be redesigried tb riieet 
the heeds of aduT trainees. 

Effective re^arch and responsibility are required to pretitct 
changes in work force n^eds: In this way. realistic educational 
programs reflecting long-range national needs will be developeiJ: Skills, 
jobs, and industries becoming obsolete must be identified earlie ". 

Skill development strategies and long-range time frames are 
required to sati-:y the rieed for total human development, arid specific 
bccupatibrial trairiirig must be provided tb avoid repetitibri of 
displacement for individual wbrkers. 

'fhe rapidly chan^rihg state of equipmeht-ihterisive technologies has 
outpaced insltuUonal ability to respond wjth traditional resources. 
Training institutions must have the option to purchse or lease necessary 
equipment '\s part of program funding. This should include 
mainle;<anc'o costs. 

There must be both short- arid Ibrig-term related pmpjoyment 
prospects for individuals ebriipletirig jbb trairiirig prbgt-iims. Displaced 
workers must be able to obtain meariirigful wbrk. Jbbs are the basis fbr 
eeohohiic recovery arid develbpriit-int. 

Education and traihimff ihstituuions mu*t be prepared to depart 
from the traditional clas8rrQ0[rrt settiiiig and move to places of 
em]ji?ynient or to union limits, where? the adult worker will be more at 
ease: 

Community colleges deserve the praise and support of labor. 
Huridreds of them have taken up the slack from secondary schcwl 
systerris that failed tb prepare ydung men and women adequately for 
the wbrld bf wbrk upbri grariuatibri from high school. We have come to 
rely upbri two-year cbl leges arid iristitutibri.s for supplying the aiCademic 




study oourses and hands-on trainsnf? Tor many of our reeoj^nized 
apprt^hticeshi}) pro>i:rarriS. Wo have relied upon two^vear collcRCs in the 
past (arid shall do so a^ain iri the future) to present the adult workinR 
popululion of their cbrnrnUriities with the kinds of hand;SH3n trainini? 
and job u])datinK skills that the workers need to keep abiT»i-^t of 
chahKin^ ttH*Hnolojries. 

liowever, we need to change the systeni of seebridary vbcatibrial 
education to produce a closer working relaUoriship betweeri secondary 
and postsecondary institutions of learnin>c. Arid w;e need a rpbre 
effective articulation system between the two-year community and 

junior colleges and the four-year colle*?es and universities; Qveralh 

there has been a change in ethjcj^tional need?, that no longer implies or 
suKjrests, but now mandates thai f^iucatiun be a lifelong learning; 
process. We ribw realize that rnahy workers may change jobs completely 
as niany as five or six tim^^s over their adult working lives. Each su.:h 
change may re(]uire a retiirri lb the classroom or training site for varied 
lengths of time, contingent upbri their j^vlt) skJlls training heeds. 

Tn^ w'.rkers in our society should iv<] IW^er lobk upbri the 
? Voiinment of a high school dipurna as a terminal educational 
attainment in their lives: We subscribe to the principles of lifelong 
learning and continuing adult education as an emerging norm for 
workers bf everv df scription. We visualize w'orkers becom-n^^^ equally at 
ease iri the classrubiti or the workplace and learning from both 
throughout their wbrk lives and even into retirement. 

There will cbntiriue tb l>e adversarial relationships between 
bu^lnesN industry and labor in America. That cbnuitidn is part of the 
balancing process in our democracy. But that adversarial relationship, 
by and large, has worked to the benefit of our eritire society over the 
yoars. W'e have also provetii that unioris and rriariagerrierit cari wbr't 
together at the workplace^ But the challenge novt' exists be>'bT)d iJie 
workplace. We must reach out to educational arid gbve rhrriental 
instirutiofns to seek help !n developing programs that will proyidd a full 
empl(>5'ment economy with a work forc'c that meets the ch;r.:i{Tiri:? rieeds 
bf bur nation. 
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JAMES F. ROSS 



Educating for Chufi^e: 
A Gemprehensim Approach to 
Assisting Displaced Workers 



It became apparent in the early stages of the Bethleherh Steel 
Corporation's deveiopment of a prc^ram to im$t displaced workers 
that it woiik! be necessary to esteBHsh a series of partnerships mvolvSng 
industry, educational institutions, governinent, and feusines. Th^ 
nature of the probiem faced bj displaced workers is such that only p 
Joint effort on the part of ail of the»5 local organimiuns hm any hope of 
success, (immunity ecdndniic development is vitsi, but »q is the 
estnblishmeht of linkages with cbmmUriity fe^encies anti nrgnniiationa. 

The hope bf_ those invblvSl in planning the prc^rajn v^'^us ihtl the 
establishment of Bethlehem Steel's career continuation c^^otSrs 
ecbnomically deprived areas would as a catalystt ihstiiii/ig: a new 
spirit in the work ^rce. fe^hlehem Steel da hot see its caret^r* 
continuation centers as long-term projecte^y HnRii^ these cer,.i^r5 
with community-based organizations, tfie groundwork was laid ior 
management by local agency personnel. 



The goal of having Bethlehem Steel's career continuation centers 
act as a catalyst for comniUnity-based efforts and economiic 
redevelopment was achieved recently wheit the establishment of a 
Johnstown Area Career Coritihuatibri Center ^ anrwUnced, The 
reemployment program at the Johnstown centerjs a cbltebbrative effort 
developed and operated by the Jb}\hstbwh Area R^onal Industries 
(JARI): Bethlehem Steel Corporsttion; the Center for Techhql(«r, 
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Training, ariu Devoloprnorit of Ihe Southern Allegheriies (CEN lECH); 
and the state and Tederal Rbverhrriehts. ^ I 



In a speech delivered on Au^st a 1983. the ifovi*rhor of 
Pennsylvania, Dick Tfiornbur^h said, "'fhe Greater Johnstown Area 
Camrnunity Ilee^mpluyment Program represents a unique partnership 

amonj? state^ federal, and pru ate sector resources to addre^ the 

problem of dislocated workers." Governor Thornburgh further stated: 

This plan is not some Rovernment program hanH/jd down frorrt 
Harrisburg, it was developed fi*dm the grass roots up by 
Ifethlehcm Steel, by 3 AVI by CF.NTECH^ and by state arid local 
goverrimerits as well. It is this ari.xue partriership that will help 
.Tohnstdwh reassert itself as a thriving, developing Peririsylvahia 
mmuriity. 

In addition to the establishment of a com muni ty-ba;^ program for 
Johnstown, Pennsylvania, discusssipns are unaerway wit^ officials of the 
state of New York regarding the duplication of this unique partnership 
concept in Buffalo, rjethlehem Steel's efforts on behalf of its employees 
have also carried riatiorial recognition. y> 



In a recent full page ^tbry, TnVie (1983) riiagazirie fepdrteH: y 

One major steelmaker (Bethlehem] is trying to help dislcKrated 
e^hployee^ understand that the end of a steelmafeihg job is hot the 
* end of the road. Bethlehem, where ertipiloymeht has gone from a 
peak of 115^600 in 1975 to 48,566^at present, was the first major 
U.S. corporation to develop a comprehensive program to deal with 
the emotional impact of permanent layoffs, (p. 46) 

The commuriit>'-based partnerships, as well as the recognition by 
tVmr riiagazirie, are th'e result of two long years spent developing an 
effective prbgrarii to assist displaced workere. This program reqtiires a 
cprhpreherisive approach, the basis of which is educating for chaiige. 
The nf^xt st^ction provides a review of thi problem i nd Bethlehehl 
Steel s prbgrarh development. 

IBENTIFYING THE NEEB F0R A PROGRAM 

Steel production in the United States in 1981 and in the eany 
mdriths of 1982 mirrored the general trends of the nation's economy as 
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a whole; In tfio last Half of the year, however, the demanH for steel 
withered as the econumy slumped. High interest rates sharply curtailed 
tht^ sales of the industry \s m^or custofntrs: Auloniobije jiurchases 
saRgiKi to modern-day lows, and, at the same time; the machmery; 
appliance, capital goods, construction, and equipment industries 
weakened. 



While this was happ^ nirg, ihe domestic steel indii try's sales 
problems were compounded by a startling surge in ih.pprts of carbon 
and specialty steel products. Steel imports skyrixketed frpm a 13.9 _ 
|)ercent^hare of the U.S. market m the first quarter of 1981 to a 23.7 
percent share in the last quarter. In tonnage terrhs, steel itripbrts were 
) 28 percent higher in 1981 than in 1980. despite the sharp drop in 
overall steel demand. 

'fhe average number of hourly workers engaged in the production 
and marketing of steel during 1981 fell lo its lowest in fifty years. The 
number of employees working during December 1981 was the lowest 
one-month total recorded, to date, by the American Iron and Steel 
institute, and the decline continued in thee^rly rribriths of 1982. 

Total st^l industry emplc^yrnent, including saJaried workers, 
averaged just under 39l;000 persons for all of 1981, compared to 
399,000 in 1980. Total emph^vment continued to decline and, at year's 
end in 1982, accounted for lir^ss than 289;d0d total hourly and salaried 
workers. 



Changes in Corporate Responsibility 



In the fall of 1981. it ibecame apparent tci-Bethleheni Steels 
man::gement that, due to r^^duced demand for steel as well as a majdr 
restructuring of corporate functions, lohg-serv'ice employees would 
losing their jobs; The^MTjcJuded clericah technical, an^ blue-collar 
employees working throughout the cour^try m shipyards, coal mines, 
and steel plar ts. They worked in some of the most economically 
deprived areas of the country, such as Buffalo, New York; and 
Johnstown, Pennsylvania. Bethlehem Steel's management be! i^eved that 
it Had ah bblij^atioh to help these employees and their families deal with 
the trauma of job^b^-s. 
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A review of the problem of Bethlehem Steer?; displaced workers 
revealed that there was no easy solution or quick fix. The company was 
faced with several options: 

• Retai.1 the services of a placement firm, for which Bethlehem 
Steel would pay all fees, the firm would assist workers in 
finding new jobs. ..-^ 

• Have th* affected employees fbrrh job tlubs arid self-help 
jcroups: Aere they would assist each other in learning about job 
openings. 

• Provide additional economic support to aj;sist the workers- 
during their s>eri(xls of unemployment: 

• provide professional training in job search techniques that 

' .ouid give erriployees a competitive edge in a very tight job 
: Kirket. 

Each of the options was carefully analyzed arid each had some 
inade(iuacies: This confirmed the fact that there is no simple solution \jo 
thi< very complex problem. 

After examining all of these alternatives, tf^o company concluded 
that the best approach was tp provide professional training in job 
search techniques in order to give its employees a competitive edge: 

Sf RUCTLRING OF A PROGRAM TO ASSIST 
DISPLACED WORKERS 



A Separate Identity 

In structuring a company-sponsored prcifram to assist displaced 
workers, a prime consideration must^e the perceived image of that 
program. In order for such a program to be effective, itjhould avoid 
beiruf perceived as an arm of nianiBgement. The people mahag^^ this 
effort cannot become the defenders cf the com^ny. This separate 
jderitity involves the staff who nianage the pn^ram. as well as the 
locatibri of the ciimters. The location must be on neutral ground, away 
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froni an»as assm-iaU^d with company empidyment functions. Bethlehem 
Steel believes very strongly that the creation of a separate idenlily for 
the can»er continuation function has cbhtributed significantly to the 
success nf the program. 

The Tarwr ("ontinuation t'entei was established in Bethlehem,, 
iVnnsylvanla. anci regional centers were located where significant force 
fHiuclions ocTurred. All outlying areas were serviced from the regional 
centers. 

In addition to establishing a separate identity for the canjer 
cenii^rs. the company decided that affected employees (i.e.. Employees 
who were scheduled to be terminated in the short term) should not be 
involved in the management or implemehtatibri of jlrograrris at any of 
the centers. In contrast, the centers were to be staffed with trained 
profensionals retained as consultants for the program, temporary 
employees, or a limited number of Bethlehem Steel employees. 

It should be emphasiziK] that an essential element in the success of 
the program is the use of truined prtyfessiorwh who haw in-depth 
exp^TTiierTiCes in dealing with change. The company recognized that it 
wbuKi nxA be enough to givi? a group of people a week or two of training 
on how to handle the trauma of job loss and on the techniques needed to 
find a new job. The situatia js one of structurat Unemployment caused 
by a reduction in the sizellrthe basic steel industry in America. Hit- 
and-run solutions (typical cbhsultirig rhodes. for exarriplesj are aln'ioat 
worse than nothing. Tlie company could not put Band-Aids on gapinit 
wounds: ft was time im offer the best assistam^e available. 



Involving: Stakehoiders 

When structuring the program to assist displaced workers^ major 

cbhsideratibri >\as also given to the acceptanee o. che program by 

various divisibhs within thecdrporatibn. Clejirly. the pro^-ram had to be 
pc^rceived as a corporate effort and therefbfe all stakeholders — 
inclcidihg thc^ divisibhs and departments who would be terminating 
employees— must be involved in the design of the program. The 
program s concepts and outlines were reviewed with every department 

head to ensure their acceptance. Stakeholders were told how the 

program should work and their agreement was src»>red. This process bf 
reviewing career continuation procedures and pi^r^v H-ith department 
heads built credibility for the career continuation i:caff. As a result, the 
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staff had Mrect input iriU) force reduction plans. It was agreed by all 
cbncerhed that cbrrimuhicalion with the centers vdUld be directly 
through company department heads and divisipri managers. And the 
specifics of their plans svotald b^^ cohfidehtial. The cart'^r cbhtihuaiion 
centers, would, in fact, act as their agehls. 



Initial Program Hes»lt8 

After the first six months of providing job change workshops, an 
analysis was carried but to determine the effectiveness of the program. 
The company I(X)ked at one hundred former employees whc had 
participated in jbb change workshops at the Lackawanna. New York. 
Plant and-ftome office departrhehts in Bethlehem. Pennsylvania, to 
deti rmine if they had found hew employment These employees were 
compared w ith two hundred other employees who had been terrnihated 
prior to the inception of the program and had not been provided with 
job change workshops. These were former empioyees from Johnstown. 
Pennsylvania, and the Bethlehem plant in Bethlehem. Pennsylvania. 
These tvvo groups were ch(K5en because of the relative similarity in their 
cconbrriic conditions. 

Group A cbhsisted of those employees who were provided with job 
change wbrkshbp tech-hiqiies, arid cbrisisted of one huridn^d former 
employees. r'i>////o/ Group B included those employees riot >et prbvidcvd 
with job change workshops, arid cbritairied two huridred fcwrrier 
employees. 

Results of the analysis showed that, after j'^6da^ in a job 
campaign, approximately 55 percent of the forjner^empioyees in group 
A had found new employment. After the firs^ six months of 
Uriemjp)lbymerit, 10 percent of the former employees in group B were 
reeriiproyed. the anla>^is further revealed that the majority of 
employees in group B had taken pay rec Jctions. Mcst of the employees 
in group A had made lateral moves, arid about 15 percent had actiially 
found employmerit at a higher pay level. 

Qther factors rhay havejToritributed to the differences between 
group A and control group B. but a careful analysis showed that the 
only difference between the two is that brie group was trained in hbw to 
find a job and the other group was hot^It was also apparent that 
employees benefited not only by learning how to find a job, but also by 
helping determine what job was best for them. 
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After the initial oxinvrierice with job change workshops, the 
foni pany also fount! that it was vital to have an orientation prior to 
arttial enrollment of candidates in the workshops. Tfie affected 
erip^')yees wen:* invited into the workshop to receive a detailed 
explanation of exactly how the job mai .<et works and what is required 
to finfi»u new job. 

The review of initial program results also indicated the madeqUacy 
of simply emphasizirig marketing techniques. The company found that 
the workshops had to 8e modified t» fo^'us oh per^oKa! growth 
question such 2ls who am I. what is it that Im seniTig:, what are my 
basic strengths. The workshops were dealing with a very fundamental 
question of adult education and the notion of reframing people s views 
of themselves: Many\>f those who took the early workrJiops said that it 
W31S absolutely crucial for them to begin to look at themselves in an 
entirely new way. 'jThey were approaching the job market i^i their 
midlife period. Th»>y used to think of themselves as steelworkers; now 
they had to create a iiew framework of identity. 

In reviewing the early program results, the initial reaction was 
that the prograrh was effective and should U? cbhtihiied, Attentibh had 
to be paid, however, tothe people who had hot yet found employ rheht: 
the 43 ^ler-ent of group A and the 99 ^rceht of control group B. These 
were peopie who could soon join the class of structurally unemployed 

workers: Faced with additional force reductions and f;he need to 

improve the effectiveness of the pj^ogram, it was time for th« company 
to go back lo the drawing board. It was time to find out what was 
happ)ening Ih > Iiearts and minds of the workers, their spouses, and 
their children It A'as time to develop a cornfyr^^tH'HSiii' approach to 
assisting displacetl A'b>kers. 



E\ OLUTION OF A SECQND-GJENERATION 
eAREER eeNTINtJATieN PROGRAM 

As the conipany gained experience wiS the di 
problem, it becanie apparent that the comprehensive prograri: had to 
begin with the fundamental issues: how to notify terminated workers, 
and then how to provide an effective support system of counseling, job 
change workshops, fol!ow-i-»p sypport, and retraining. It was alsr 
apparent that the death of a job is not iin individual worker's paxibtem. 
The entire faitiily Unit trusi be involved. Everyone isaffect?d. 
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Displaced workers thmuRh all the traditibrial siaifes associated 
with death and dyinR: denial. barKainfnifr hosUlity and ahjfer, 
depression, ant* finaUy. acceptance; F<^r iji'^pi^i-ed worRers it is erUcial 

that they e:^perience thessi» staRes i^. ' ■ ^^ii^^i environm^^^^ 

prbfessidnai '"^Hinse^^^/i/.y The *^ork^ ' 'ken sever the tinnbilical cord 
froni their bid y^:^ ami chafir»vi . ' - j^jrjrie,^ into somethmar 
proiluctive— a ne.y c^ireer 

Ik»thiehem Steeli. comprehensive ar prba'^h to a^istinff displaced 
workers has evolved into a five-phase proi^rah' that rnust li^ 
indSvidaaily tailored to the specific needs cf a ci?mmuhjt.y. Ah essential, 
element of this program is the presence of a residential counseling staff. 
These staff j^rsons rnove to .he community. Every day they see (and 
art* secti by) the dislocated workers who are grapp[inR with change. 
The hecessa/y momentum for a successful program cannot be created 
and iniii^emented by part-time profesrionals. 

The fbllbwinK si>ctidn discusses the components of the five-phase 
projrram. 

FHase One— Plan Develbpmeht 

Prior ;o the imp[ementation of u career cohtinua Ubh prbgrarh. it is 
necessary to establish HnkaRes %vith^comrnunity leaders and related 
aKenC'es. The various state employment^ services, priva^ industry 
councils, and all resources available to displaced workers mast become 
involved. 

Bethlehem Steel s experience has rhov^ n that, in times of j?tres55, 
mans^vindividuaLs turn to their churciic: for help. In the development of 
a workable plan, it is essential to seek the assistance of the V^^l clergy. 
The clergy must be trained in the dynamics bf job loss and mt'..n; v : 
of t^e service;^ av^ailable to displaced wbrkers >h the career' w : : : 
ceni *rs: 

the a%-ailability of funds for entrepreneurial activities it.g., 
throuKiVi small business investment corporatior^) has proved to be ver^' 
benefiiMial, 

Unions too must become involved not only to endorse tfie activities 
of the career continu^ion center, but also to eraourajje actively their 
rhembership to participate. 
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In onii'T to rrisurc that Hiyiplaced workers jnave a 'c^loar 
UhUorstandrhK ()f exactly wKy the:' havr hoen li^Trhinaxed. what is 
hapjii-ninS: to ttierri. ^rid a Hal servi 'e: will available, it is necessary 
to train supervisors jn efiective ways of natifyinK workers of job 
termination. In the Betf.Ithem prbj^rarii. supervisors ace introduced to 
e\ery level of emotion th( y may expect to see arid are irisfucted in how 
tt> '^leal with them. Supers is #! s and mariag'ers are >?ivcn explicit 
in >tr iction>< as to what to s; y nnd what vot to sa}'. They are also told of 
tlie ('^^n^er of izrivin^ empUne^^s falsi* ho|H\s that will have a nej2:ative 
impact on their ability to sever themst^lvfs nHntally from the company. 

At the conclusion of termination interviews. fm///cf/ /)m/'r.s>i'/(;/^f//« 
from the earlier continuation staff are available to meet with the 
employees, either in small Rrbtps or individually. The cbmpariy has 
found it beneficial for these meetings to be held before erTiplbyees riotify 
their familie.s of the termiriatibri. The purpose bf these initial riieetirigs 
is not to explain the mechanics bf job search br the activi'.ies of the 
career continuation centers. The purpose is to bej^iri iq est;<blish rapfX}rt 
with the clients arid to be>riri irivirig them a constructive way to channel 
their emotions; 



Phase Two— Counselinif Services 

The company staff invdlvei} in the displaced worker program 
quickly realized that in order to deal effectively with the^mptibris arid 
anxieties exticriericed by displaced wbrkers the prbgrain had to do 
s^ lething new. sbriiething uriique. As a result, the prbgrarir-was built 
urourid a wide rarige of cbu selirig ser\ ices: 

• trisis iriterventiori. Juririg this segmerit bf the couriseliug 
phase, ''emotional first aid" is provided for displaced workers. 
This first aid consists of providing twenty-four-hour, severi-day- 
a-week hotline that the workers can use to get immediate 
u.oiSviince from trained professionals. The number of people 
requiring crisis intervention help has %aried, depending on the 
age of the wo^'k force and th^ type of workers. Prograrri 
exf)eriences indicate, however, that traditional white-cbilaf 
wbrkers ha ve hioh' difficulty dealing with the dealt,h of their jobs 
th;< " do tneir blUe^'Villar counterpart^ In additibn. the prbgr^.m 
fi I that it is fTobd to expose ci// wbrkers to an iriitial meetiiig 
iu order tb help them understand the erribtiorial aspects bf 
separatiori arixiety arid to begin talfcirig lb them ?bout '*life after 
Bethlehem." 
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• Short'lerni nmnsclinK. Short-lcnh inUividUal. marital, and 
funuly couns'olinjr is provided in order to assist the ^vntire family 
unit to prepare for change. This counseling is no! piN^vided by 
the career continuation centers on a long-term basis. Employees 
\vh() will rei^uire long-term counseling are referred to 
jjrofessiohsUs'in the community for this help. 

• Tareer counseling. A series of tests (consisting of the M^-ers- 
Hriggs Type Indicator and the Strong-Campbeli Interest 
Inventory) and in-depth interviewing are the basic tools of 
career counseling. Spouses are involved in this coun^ling. 
Financial and relocation information is also provided. The 
prugran) staff have learned that many of the displaced workers 
have preconceived notions about new careers, based bri 
inform tibn providt^d by "others." It is necessary that the 
disphw .. j workers be provided with objective information, based 
on test tvsults. interview information, and personaHty 
confinnations. It is also necessary for the counselors to guide the 
displaced workers ahd_ help them internalize their own 

' decisions: It is wrong for a career counselor to suggest a change 
in vcKution that the displaced worker has not internalized. 



Phase three— Job F'^areh Training 

The job searc h training phase consists of four half-day workshops, 
followtnl \r: a siTies bf jbb search action club meetings. The first two 
days of the workshop follow up on information provided b^' the 
counseling phase. The final two da5^ of th<? vvorkshops address the "how 
to s'* of marketing yourself in a new job. 

The job search training phase begins with an introductory session 
designed to orient participants, their spou.^os, arid their families. This 
session is generally held about a week prior to the actual job search 
trairiirig. During the introductory session, workshop leadoTs show visual 
examples of various job markets, explain the purposes of the workshop, 
and l>^.»gin to facilitate a positive attitude tow-ard job search. At the ^ 
conclusion of the iritroductory session, spouses are invited to attend job 
search training prbgrarris w ith the displaced workers: 

When the four-day program ends, participants and their workshop 
leaders meet in a conlrblled eriviru^merit on a weekly basis to continue 
job sear-rh training. These meetirigs arc held as part of job search 
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action clubs. Each member of a club is required to provide a v.eekly 
activity list so that his or her proj^ress can be revtiewed. There has been 
grreat benefit from continuing the job search training into ihe job 
search action clubs. These clubs, led by fraimd pyrofeti^lin^^^^^^^ provide 
follow-up support and motivation for rapid success in the job sec^rca 
prcices^. 

Phase Four— Fol!ow-up Support in Job Development Serv ices 

A weakness of the initial program was tfiat it did not provide a full 
range of fcllow-ap support i^ystems for the displaced workers: All the 
career centers now provide fuicijities for typing and printing of 
resume^, Ltses of telephones, and a physical environment to conduct a 
job campaigfu (.'arec.' centers have full-time job developers who meet 
w ith employers to di- cuSw their labor needs and the typ of andidates 
available from the career centers. These support serv'icr;^ h. also 
h»')ped to eitabiisK cooperative liaisidns vvith dth^'* area c-^ ' .panies anc 
to identify potential job openings. 

Some displaced workers an(( iheir farhilies may ioi e3chibit 
emotional difficulties in the initial stages of their transition; They may. 
ho%ve%er. have delaj^ed reactions ^^veral months after termination: By 
providing fciio%^;-op supp<jrt serVices and having an established network 
with sj)ouses and family members, the program staff can identify 
differ ulties and provide counsejinj^ as necessary. 



PSiase Five^Training/Retraininjc: 
An Industry-Education Partnership 

In order to deal effectiveiy with the thousands of displaced workers 
afin u d iW the deihdustrializatioh of ArTif^ica and the haei for 
retraining the structorally unemployed, pa rtherships among industry, 
educational in>titut5on:s: government^ and business must be established. 
Phase five of Bethlehem Stt^els comprehensive program ctmcentratr?s on 
ihv<A' partnerships. 



Approximately 70 {)ercentdf the displaced Bethlolieni Su^el 
workers ivhn enter the program can be placed in new positions iritJiout 
hew train;ng. Of the remain'r... *S) percent, a critical element is the 
se!ectio?) of the right retracing projfnim. 
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The L-artvr conliiiuati* -n centers do not themselves provide 
retraining opportunities h^'v iiave esUblished linkages with 
educational institutions and refer candidates to retraining programs. 
An ex,-.ontial element of the comprehensive program is the use of 
trainsHl professionals, because thej" are best suited to provide retraining 
ami iirv already in pUce in educational institDtion:S. 

The development of r-arlrierships amon^r industrj-, business. _ 
tHiUL-atinnal institutions -ind governraent thiit will act as 3 catalyst for 
.-conowic- development is an exciting idea. So are llie pn^pecLs of a _ 
reiull-^)riented comt^rehensive program to assist thousand ^ of displaced 
worker^ and their fD^milie?- Those ideas ar? alive and well and working 
ttKiav in Juhn.stcwn. Pennsylvania. This effort could well function as a 
nati<m;il mckiel to ser^e mur.c-fislities across the country that face Une 
'Har<h realities wf structural unemployment. Conse(9uently. it is • ^ 
apnropriale to outline briefly the Johnstown pn)gram. with particular 
emphasis on the industry -educational institutional partnership. 



The John>iown Model 

Sirire the year of its ihccvixiration as a city, Johnstown and its 
surrounding areas have been devastated by three major floods. Each 
time after a tremendous fes of life and properly', and people of 
Johji>lowri cleane<l ap and rebuilt their community. After the racst 
recent fl.Kxi in I'.'TT, placanis were hung in sto« ^^n?,''^"^' ^^nks. 
sciu-ols offices, and tUctories with the wwrd-s. "We W ill Rebuild. _ 
Within a short time, ihose placanis ^ -er overprinted with the words. 
■•W.' Did Rebuild." 

In March oi' 198:1 Largely dUe to , .0 /> ) jpturing of operations at 
Ik-thlehem-s Johnstown Plant (the an.>u ...st employer) and to high 
levels of unemployment iN the coal indusi^-. the Johnst^;wn area had an 
unemplovment raa> f?f over 20 percer. l. In order to dej.l effectively with 
this problem, a collatorative effort involvi;ig Johnstown area regional 
industries, 'k-thlehem Steel, £nd state und federal gbvoi iimenLs was 
establishwl This t ffo't represents a public/private sector partnership 
dt-li":ited to H<iM Ssuig the type of st. actural unemployment lum at 
depression level;- ih ,i1ohn.stown. Pennsylvania 

Tin. cofnmunity b.rS'd program was designed to provide 
comnrehensive eo^uriss ling. jo)) searrh training, and retraining 

; " - r— 'n»"^ent overs three-vear 
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i'fU iZ \:i i\iv fir>: ur of ihc proKnirn. five t..oJ.;.anci structunxliy 
l)tvn seriiced. 

(icttin^ the jK*o}>le of Johnslovvh back to work will require.a 
^y>ioni- itpprijach that not only aiJ.^ individuals aridiheir families but 
a!si) concentrators < n the Jiee(le<i structural chanjjres. The ^^oals of the 
prrtg^ran! are uc^ikt^w to reiic^t this need and to eiTiphasise the criticsi 
cu'!;ponent of:! puhiic ])rivate in'iii:sLry-wJucation partnership: Business, 
>:i»u^rnmeni. labor, indusirv. antt KJiicatinn nm^^t ali war:: toir^^iher. 

The irainin^^ and retrainih^^ components of the Johnstown jwojriarri 
are beirivr v)fft»red c/>nal)bralibri with the Center for Techriolb^rv, 
T-'ainin^. aP' ' Development of Ihe Southern A!lej?heh;es, Funds for this 
training cori.iVon^T.t have \Hx*h provided by the stale of Penn.syivahia, 
The iraiminK retrainin^^ center is an irui'e^>endent, nonprofit cor |)Oi"ation 
K'ovenuMi i)y a Ivoartl (*f dirtvtors wi:h member^hio draw n from ihe 
f ollr J w :n i n s t i t u t iori.> : 

• (ireater rlohnstcAvn Area Vocational-Technical School 

• J<>hn>towri Area i';;^^iona! Industries 

• So'jtnerrl Allegheny's Planriirifir and DevidofWent Corrjmission 

• L'mver>ily of l'j:t ;/jU>^h atJuhnstowh 

The retraihihjr centar hifs bet-n esta'ilisheti to aid the/jfforts to 
re". ':i'i:?c the economy ui Se Southern AlloRh*^"^y rej?io:i by working 
with e>ait»li^fied ajrencies and inst* ations \a\\u ;.nn'ide the followinr 
s('rvict 

• 'Traininjr and b:-^sic education -'ro^^*";^. des:^?ned to meet the 

immedi;ire and rjroj'vU-d needi- oi eA*<iinK ar.d cmiT>2:in^ 
bus,nesse> and industries 

• Technical viinsiiitih^r sen ices to existihif bu^ihe^^ses and 
industries assi tini^ in Ine f)hysical a»*d ti '-hrucal development of 
».'mer>rih>i: cu . -icial ventures 

• Research ai?^.- ut unders landing? M^e .lesij^r and riunufax'turinj? 
nre(Js of u-cionuloj^y industry and to shaK* tfiis information 
tnrnii-'h traininjr proj2:rams and ♦^^chnical consulting 
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• Consuilinj^ s<^r\ :^•L^r'^or fhi^v(ievc-\ -))merit and lestsnK of products 
prior 10 commercia! ma.riuf?cture and production 

.4s reported by Birch ( 1979). rhore-than 80 perceiHt of all new jobs 
Ki!:»neraliHl iHrtween 1%9 and 1P76 came frbrri small biusinesses, not from 
K')r:i:ne 5(vm companies: En onler to act as u catalyst tr prcrnote the 
development of nevv bussr-esset-: in ihc^ Johnstown area: a snvall business : 
Jnvvstrhent ? >rporation ni?> been ^^^rrned - ^t k^s put ^ 
maUim:!li( ) Hr llar futid to aid si^-w. business development 

The Career Cohiiriiiatfinh Ueivt^r Ls currently screening:, testir ^, and 

evc.iuatin? candiciate:> arid then referring ihem to the Greater 

luhnstovvti Area VorationaPTechriical School and to the Urr^ersity of 
Pittsburgh at Johcnstu wn for retraining- Job dcnf^opers in trie 
ji)hr>.^town area are playinj? a crucial role in helping to attract 
busine c^i^s U) J^ ihni-town. It is important to note that these job 
dovelolR^rs vvork in cluse twperation_wilh educational institutions. They 
also fTjake ^urt that there Is a close m?t*:h bet^ eeh training programs 
s^^.d co-Mriiunity htl is. 

When ! {in^t ^ve: 5 Johaislo^s-n. i heard about an unbelievable 
Mohns.own >pirit/ . s*.as told that you car see it. you xan feel it, and 
-it-ryo ;e is touched uy Xt\ri as l rr^}{ wUh 5()cal busimess zn^ 
cornmun.ry \v. vlers. ' f:i^r-d my^^ hec )m:nif a believ^^^r. On the 
-iffngth r^. thxf bo' a v. '-^ ]rT':^ram that would requiire in uniqi^e v 
eun^.nvijn' ^ kU- i : ' -i -a cornm unity-based career cokrrtiiiijauion \ - 
-li^tT f rf///cf;r.; . i'i;p;oy-; m Liie Johnstown a a prr)p<^^ 
A> iu kvy e!o:.rient. this program would also seek to s!r<^ngthe,> the Area's 
(Voiifumic basiv 

This v u> no ri.cx;. t prbpoi^)i!. But th'^s^ feaiers, in ■ tilled with the 
irrv|>a'ssib'.:- .Tohnstbw n spirit. recn^r '::^d an opportanity to dc ^^n 
m^on . They s.i i. "U^ts make thi- n mode) for the nation; let's put 
Jof: n-^town tho rhap.*" 

K:v;'h you h chai'ionged to 'eh the Johhst/^wn ^pif it! 



REFEKENLES 

Kiri-h, i>avid: "The Je>b ^ieneration Process'' in t'-S:i^th l'cng:rt\^.s Joint 
Economic Comniitiet. tin Efftciir^ Vi '*ih*jhim in'SviaU B^*^sitif sst }< 
fn iYnityun Kriyt>n)if '' ^""h-otrtJ/ , WashinjrtoH, DC: Go^t-rnrrun;* 
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ROBERTS. MCKERSIE 



Union and Management Experiences 
and Perspectives on Training 
Displaced Workers: 
Realtor Gsmmenls 



Tm^ two exct-IIent rh:;;>;*?r hy Shy and Ross tllu^tfate the key roles 
that lh€» principals itt tN:» cr/ plo'/ment relationship can play ii* meeting 
the ^•ritica! needs of ou p'r^cird v\ orkers. I emphasize the vvdrd 
'principal,*' because the eraiplo\^^;rs and the urMons are closer to tht\ 
workers than any of the dither labor market mstitutidhs. We oftc^n forget 
the rather (Jovicu:> fact that the empldyers and the unions know more 
about the cap^lulities, exi:>ec?itichs, and pos*iibiiiti^ of workers m a 
f^iven t-mplovTnent relatioashii^p than anyone who comes from the 
outside 

I woajfi liikp to a phrase to cap^^ ^L Mtt opportunity thai tJie 

employers (vLxvt. 1 1 a iarsre ev^.i^r:t, the unionsj /ace when eca/ndmio 
itisiocuiir"! i;: :'a'njv>>(K r*amely» the ''employer of last repose." Thr; term, 
"n^jxjse" raptures iii I'mpdrtant element of whu-i (f ^stihjru^^hes vlispla*^ 
workers {nji: ners who are unempldyed in th^ labor markr^: 
:^[K.vifically. thes<'- \vdrk4?rs» uhti^ heir clisplacerrieht. enjoyed r*-' * 
wt^U-jpaid work, and ^^osl ext>ec^'i that thc?ir piace c' employ ; : 
\yo\M he their niche in the labor market unt ' retirement. It ^ rccsuse 
(of th.is shatterinj? of expectations that job is 30 traumabc. It alao 
why thtvdist harr^n^ employers have a key role if) play. This 's the 
Vv))iJosophi(v;il basis for why employe :v in miost ii^i.ropean couniries play 
such & divisive role in helping workers through transition to other 
employr/yi^^nt: 

AsjiJe from LMe knowledge that employers pdssec^s and asid » from 
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whatever social obliKations may h iaid upon ihem, tfiere is a^^^ 
practical reason for expecting employers to "run interference* in the 

labor market, especially by idehtifyinjr and brokering ^ther job ^ 

opportunities to which their displaced workers can move. In research 
<Aronson and McKersie 1980) done at Cornell that focused on the 
shutdown of Brockway Motors in Cortland, New Yark. a very 
important reality was noted^ which is that displaced workers 3re 
M^gmatiZ^^ in the local labor market Qther employers would rot touch 
the Brockway workers, despite thtMV skills and reliability as steady 
V* :i kers. 

Some of tSae reasons for such reluctance are clear For example, 
these workers had hijjh aspirations for wages, and employers were not 
interested in employing people who were looking for jobs that patd ten 

to twelve drl'ans per hour when the employers could pray only six to 

eight doUa,: ^er hour, Prosiy^ctive erhpldyers were also afraid that such 
workerii, used to well-paying jobs, would leave as soon as they h ' n^ 
sbm^thing better: What was not discussed as much was the fa^i that 
many of the dislocated workers came fix^mjahibhired shops.* In a 
community like Cmland. where man>^of the empld>^re are riojiunidn 
and want, to rernaih that way. they were reluctarvi to Hire Brockway 
;vorktT> for fear of briugin in the "union virus,' 

Thi-^ findings undersei)re the proposition that employers have an 
obligation to helo tiieir laid-off w^kersiwhbm they presumabliv feel 
were satisfactory workers for them) find other employrrient in the labor 
market A number of p> vie have asked, -'Why are we spending so 
Wich time helping displaced workers when some of the jobs that v,^ 
would be directing them Lo could be filled by others in the labor 
mairk*>t especially disadvantaged workers-those who have not nad any 
chsimce for goo^? iobs?" this is a valid question. But the extent that 
empteyers do not hire displaced workers because they tftir!< that they 
are "high --oilers" or "uhibh-prpne/' f. valuable and seasoned hum&.n 
rt>iOurct . t»>ing dissipated. Therefore^ employers apcl unions have a 
n)ie, along with other institutions, to help vieploy ihis r^soutre for the 
advantage not ondy of the wor\e/i themselves, but alsi> for fhe 
pnKlUvtivity of th^^ natiom-c *^conoany, 

Unions, tuo. haM) a distinctive role in helping clf ^^l^ced worfei'rs. ( 



*rhorc i:s a i Use ri>rrclati*>yr. ixj'iwi^n unmn* and older l>!irjt< ^ hich Uvnd the ones 
that are Umh^' xhut down Uku.: . The re dors not a^ip^sf to A>e -.n> other ^v.^r.eeLon 
»K^tu*'f^h ur,iohs and plsni shi^uiowns, e?rccpt the rusitc mcaI acvidenL ihr/ .'-e fiiants ncv' 
ih-irty or forty xars old ii^e v^;i• ches t hat wer^ or^arii ied bftck in th^ :l):10l^ 194f>s. . 
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Typitully. ii^iori^ in tlsis f*^>Jhtry have hot played a strbrig: role •ri 
helpihit uorki/rs movt* to other t-rrip'oymeht relationships jat least in the 
r^iinufiicturih^ sector).* Even UKlr.y. some unions are reluctaril to play 
voo inic^fr«i a role fcr fear that they will l>ecome associated u jth plant 
shurdoivnN. They also feel that there rr^ other agencies in labcr 
market better equipped to deai vvjlh , h«?s<? probbnii^: T*in. m^y explain 
why teelworker:-. ha\e not bcvn ver>' involved ^ ith :he Bi liiehem Steel 
t'oriKira'ior in the kind of proj^rams discussed in Ross's chapter. 

Ne^ert;hele^.-. iii.^ny unions, esjiecially the Uh!t»."^d Auto Workers 
(L'AW) anil the rohimuhicration Workers of Arne! u are seizi_hg: the 
initiative ^ru<J ?'iay keyxjles in helping? displaced rk-ers. This hew 
pti^iure Tmii^\ ' r \l n bo»neficial for unions in the future. To the < xtent 
That unioHvs r-. ^cund track record during this economic do'vnturn, 
they will Xib^^ \ ^i^t it as a basis for organizing workers; In effect; 
rhey w ill b o jabiL to >sy, "Remember that the last tim^?, when there was 
<nv>Tion5ir cruubl^. v//e played a ^erj- significant role in minimizing 
di>pi;t ofhejU ii*id in helpinjr workers who were irievitably going to be 
-nifu-d iri Their iabor market attachments If you join a union, you can 
ha\r this Rinu '»f protection and assistance.'' 

An in4M;rt;>>t i>sue is j.ow to bring atout more.Uhion invblverheht 
■A !he >ort iliat We s^^e in the experience- of the UAW w ith Ford nnd 
(Jeneriil N^ot( rs In these instances and in others, the unions in'.clved 
>ee an <i;';»')rv;'"ii!y to U\ non pnograms ^\ {\ r-^ansition arranger ents 
throagii olle^ ri\^.^ bargaini^'g: These unions l\.;tve made job 
<li>piaeemeni a ver^ expii^-it concern of collective bargaininjsj; in effect. 
l\ K*y uvv engaging in nejiY/tia^ing a shift of resources that a compsr 
nm\ nako available for unrkers. away from those who -s\i the core 
;<ork '^ t ^up Uht: wh(» have iiltle danger of l>oing displaced and tow'ard 
w^ riM-iS who are ;n tru.n.siti^;n. 

I x\V>\ agrte ^vifh Ro>s that th.*re is one model or ^:pt» of aipproiiL-H 
''•>r dealing 'th the (iisplact^l wbri<or rha!h»nge. Table 12*1 [ni!;stnit .> 
M.fiie ii\ tile pj--^i^Mlities. The three riws ii.stingui>:h (\) whether ihe 
pro^:ra^.^ are i:> wahnj solely by employer^ Kviiich would Be the caKT in 
\hr absenri^ of a union 1; \2) w hcther the> ar: joint unior managernent 
en^lcavor- <a> we i-' f^ b<-tween the IJAW an-^ Ford/ik'neral Motors), or 
C\) u hether tiie> -sf ')])eraU'd sol^iy, by the unions. In the last categt)''y, 
the U A\V Viii^ :iirc;iidy e>tabl;ri: i^d a numl>er of excellent assistance 
eenlers 'hat thty have set Up on their ow-n iri cities whore the..- has 



•r« Ttain{\ w. Um i rHft f > irui:jr-!riH">. rniohs in* v. much tnvoiw m im)b;iit,v, hut 
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pet^n a concentration of displaxrinJ workers; For example, in New 
Ek-j^foird, Massachusetts, the UAW established an assiEtance cenf.er 
vvhein Cdhtjrieritaf Screvv closed down and moved its operations to the 
Mvanvost. This center has not only serted three hundred wo rkevi» 
ufft-cte<i by :his shutdown, but also an equal nunrrber who have hirr. 
displaced b: other cutbacks in the area. 

« * - *3 * 

WORKER READJUSTMENT PR06RAMS 
(EXAMPLES) 





i Type Ser«®$ Provided 


Aospices 


1 AsseitiM-v'int 


Training 


Empioyef 


Bethlehem Steel's 
Career Continaatibo 
Center 


inhbuse retraining to 
facilitate radeployrneht, 
e;g;. IBM 


Joint Emplbver 
Union 


C:in3di3_n On Site 
Labor M ariagerheri t 
Committees 


Joint programs in the 
auto industry' betweern 
UAW and GM and Ford 


ISn'on 


UAW Assistance 
Centers 


May hot exist except 
for some special pro- 
grarns rcth by craft unions 



VViib • N> the lyi^^s of sen icc^ provided, two cate^rit s cxn 
be dislin^ii- r ': 'liu* first o^e involves counselinj?. referral, and jbo 
search— wha; \\.zy l>e subsumed under the general title of worker _ 
assistance and H^>.t^s?ment. the second categor>' involves^ training. I 
draw u distinction t>t?tween thes*. two, because the cJcllars that ire ^ 
involvoti afr^ ^uite tiuforent. Estimates for the first catejcory of arvvity 
raiHRe betwi -on $2CK> and $5(K) per person. With respect to iraininjc. tht 

funds needed gt riorally ran^e from Sl.OOb to $5.0(k) f>er person, 

deF>ehdi^rj:^ upon th o extent and intensity of the training. Given the fart 
that triiai^iR only applies lb 20 or 30 percent of any clkni group bein^ 
served, the toiai monies s^vnl for assessfnefU atid training generally are 
about »?qua;: 
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The |i<)ini cif iht- matrix :s to show that there are a variety of 
atJpnKtc ru s ih.il h;iu* <lt w ItiiitHi aniUhd the cdunlrN'^^rH the challenge 
i< to cletf '^nnnr in u hat L•^K•u^K^tahces rhe approach \V(Kild be favored 
o\er the othei'. 

I^-t h»t^ m;ike a fevv romrnehLs about assistance or assessment — 
what xjru- {K'vjplt* call the"s<ift ' side of working with displaced 
workers, r^onie of this prcxress r;;ay involve helping wwkers hack off 
^rorn the'r high wag** ex{)ectiations :*nd referring them to other 

C4JUn^*lif]5^ ^^i^UClt'^ Much ^f i hi^ C^JX dnni'* hy n^rg^ A S?^CSS^uJ 

uppniai h is to selert several workers who ari» being laid off, put then- 
through si)me trainjng. and then have therr: ser%'e as courselors. That 
thfv als<) may iHMlrau ing unemployment it-jsUrance and so are in the 
same jM)>iti<>ri as the iH^pjc they '•':/hsel creates cphsiderable 
rredibility. I agree with Ro^^s. hbwe>.er» that proviiding skill assessment. 
cartrtT coun^/lihg. and help with emoticyuai problems rirquires 
pn:fr.>siuruil: to become invoked in the delivery of services. 

Ah irni/ortant issue is to define the respective resj>onsibilitues of the 
mdivuiuaU thfri.M-Kes ve""sus the resj>onsibi!ities of the institutions that 
are |K'rfornung the assistance function: I'l Massachusetts, we are 
rec^jnimendin^'-, indcr Title III of JTPA. an apprr^ich that has been 
us*' 1 in Delaware, jn which c'jntact with the displaced workers »^ rriade 
siwr.ewhlTe bftwet-n their sc-vertth &nd tenth we*»ks of ranemplbyrri^^ht.* 
Thv ; atv^ifialc In !o aliM^v v\irkfr> iiiitialH' to sort thirig?^ but ther-.-^lvc^x. 
to vake the ihitiative. araJ to viv w the program as suj>plemehtao' for 
thb>e j>eH:jple who have hot beer able lb "lahJ on their own feef 

When wc* com.- ic the sulvject of training I would like to underscore 
a (ii.-tinctioti made by Smith. Kulik. anid Scrorhsdorfer in another 
chapter ai>out whether we are discussing retraining for the larger labor 
marke' ->r whi i! we are referring to retraining that allows workers 
to continue a cp'«,««r with tht* existing fim, This latter ly^x? of 
retrainlTig is what is envisir>neJ in the UAW .7igreerntents with Ford vnd 
(lencr;;! ^^o^ors. Sj>t»cifica.|jy. in the cast* of Fr>rd. !» oney is teing used 
to train criiA - [HTs^mnel in rblvotic^ and computers. This tyjk* of 
training is very >ighificant because* Jt chaf)les workers to cbhtinue their 
careers and to rnbve up the career ladder sing the rew skiPs and the 
ti'rhnoldgics that are .'nvblvt*<i in their nJa» ^ of regular emplbyrrient . 
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Flmpluvt t^s u ho garlic ijiaie in interrmi retrc imng pro^ni:5 ar^^ le^ 
iikely to fetime the displaced workers of the fuiure; In xh\s cmntry^ 
tlse h^hor movement r.as generally been suppartive of technologic^ 
Chang?: The whole question of change without disaster nepe >ds on 
havii g a work f >rce that willing to adapt, willing t43 jrnprove 
prixiuciiviiy . and willing lo embrace new methods. Labor holds the 
delicate balance between the ^u-is arxl losses from economic change. To 
the extent thar ^ mpanies are abje to jrive assurance^ about ronrinuity 
of eni'^?: • mf^i ^lid prtDvide for the^ac^V-^i^ioh of skills tba^wijUnable 
ne^i-li ui oun . inue their employment; • ;>^itive linkage is-e>ta;l7Kshed 
Oh the other Kp.nd. to the extent that changes a*^ ::.eieii _as posing a 
displactmer-^ threat to cd! e \vork"^r- . liav^^ithessed for 

huv ilred^ '.f vhousands of ^oniery. v . i i^H^con^^ tfie victims of 

rc.ndiJisir.:a' .laiion— we may /-'.a- a: ^ujciii! ;balanKe sheet that fosters 
change tnu adaptation- 

I wcould like to tarn now to .(Kv -^n^rd ^ icJ'/' of and the vital link in 
workir.>r ith displaced workers, r ar. ^H-. }y>i) development and the 
resp6ns;uiliU' for ma?Mng sure that uiere are utpchi^gs to which workers 
can mo:Ve. This linkage to economic deveiOi^'ment, as illustratfid by Ross 
in the Johr^^t ^wn p\|>erience, is very important. Grie of tine cs^i that 
we studied < Arbhson arid McKersie 1986) u as the clcsedowh of GAP in 
Binghn.L'.tom, Se\^' York :vhere the tin kaj^f^ of economic dev'eloprneeiL 
activities xt'ith prc^grahv:^ to help over one thousand woTber^ who^^^^^^ 
sami;iarily dismiHiR^'ti wvs a key part of the progrjtm: It nu^y turn o^at 
that displaced wvjrkvori do mi always mbvur directly intr> the opem^ngs 
rested by economic develo^Mieht Indeed, often the people wiio benefit 
froTi economic development are jburig^-^^ w-rkers and these with skills 
rn(,;i;t re<'ii*n;Uy aeqaired through vocatic CuUlcation. the armed 
services, ^nd the like. However. Lo the extent Uhat jobs are created in 
the labor market, op^xjrmnities for those who have been displaced are 
/*reuted. Displace* i work rrs may takr a dow nwanJ step in terms of 
occui>atr;onal status and fncome: but at they will hu'^ c fbijnd 
employrncRt. This i in e/f»^ct a^y i>f "^p^asiuve displace nien^/' 

Finally. I want Ires^ the iJ. . < -'Unil qaestio^^ 
*»r»^ourarre mopr^ exrrt.p^ar programs to em4Tge:^y hat is needed^re 
vario ircentives or Tnkywfes tlut would n^sike it p^sible for inor^e 
union-'i.r^nagemen^ groapi)tb take the kind:s uf initiauve- repc)rt-d in 
the chr;ptci s by Shy and -Ross. One idea beirrg discussed 15 lu use th^ 
uriempln-nent msuran.'t (Ul) syst**m i> ui irmovative fchsD_n. 
C'ert-air^j. t< th»^ extent that readjustment program* cbrT;c into the 
pit Vir ^ t>ii» Irairi ^vn V\ re.wurces would B less. Perh-ips there could 
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}h' li -hifti.-ii/ tif ft .>.i>uri-rs into corripahy and union pfograpi.s that are 
lit^aiiuiT witn tii>; lact^i workt-rs, and away from ben^*fits thai vvoald 
oth r.vis^. he paid to :h^' displaced workers; 

Anotht-r is,-ae i> hnw to ensure that Title II! lands coming intr* the 
-tiiti-s actjiiily v.H-^v li ch^ifice of bcini^ u.s€-<i by l*:^al empl(y.r"er and union 
irnjup>. I am af^-aid iha^ in many castas the mon^'y v HI go to private 
iridu>tr> ^•uunc.:^ and Ihi exi^ting st r\ ice delivers* v>r^ni2ati6ns. and 
thu- n* : lie made avi.ilaMe to otiTA Jzatidns wantibjr to perform specific 
st^rvic'.-. for the neu :hent ^roup ehvis:>jaec in Title ill-.Uhfortuhatieiy- 
VnV'rt' ^rv tix rnany vtsied inlerests arid Loo many ajfericies thai nc^d to 
havt\lhc ir >^ff.s emp)Iof'ed. i uhd?f^tahd the rieed to build strength 
of privatt- iridu>try cbuncil- (PR sj, but we also need to find ways for 
jrii^ns. community c<^!IeKt->. and other itx-;i! institutions to come to a 
PR' ur tu a >ta! * and s^y. "*'Ve want to lyeriorm this kind of serv ice, do 
y<Ki have >or.U' matchinp; fonc': for the ser^ ice^-in-kind that we wiH Be 
(^')ntr:l>ut:n>r ai t'rj local level?" It is important that there be broker- 
ty;H- >rroup-. like the National AUiance of Busi ies.s and tr ? Human 
R<->4>uriv IK'-elopment InstitUie of the AFL-CIO, that can perform thu* 
fUhCwion of hi-]pin^r liX'?il union and Rii^naif-'^ment groups find >ourres of 

AnointT facilitating cbriditir^n Uvii*^. which m'^ans that we h.ive to 
fact- uj) to ihif rit^ti to ehcour:ifrt= \. nee nf;<tice of plahi clo^ing^ 
niass layoffs in order for these ifx^-i^ pro-ams for displaced workers to 
be dcr igneti ar: Maanc:)ed: Canar::< a Vcrj' ^occesstal mode! of labor- 
man-gt-meni c ommittees: but theif suvL*er>si*> are in large part due to a 
;rT' of advance iiiutice that is maridauxl I y Uw (McKersie an<!. 

Ki^r^ii llfa2K For the United State?, r^^^irdatory notice may not be 
?h r ;i:i>vver. bjt the objective is the tar-ie achieve y t>eriod of time 
\^f^nin whivh >Uch f■>o^jtivt• and const; progr:.m> as tho>e 

(Jescribeti by Shy and Hos:^ can be ;r;iM!at«'",r and delivert^d 



Arun^sin. Rofn^rv. and McKcrsie, Rofx^rt: r,t'»>^ C^jhs' 7ijh una 

rifDft jy','/,t/r?j.N; Albany New^ York State Kmployr;ent Training 
rour.rs;, I'jy^i): 

M^'K;*^'.s^i•. R()bert H., antJ McKirsil-. WiHikm S. i*1(iyif r/.j,v>f//;.s. It7>;, 
Department of Labor, i;)H2, 
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MARC BENDICK, JK 



IJislocaled Workers andMidcareer 
Retraining in 
Other Industrial Nations 



LNtRODUCtldN 

The United Stales is by no means unique among market<>riehled * 
inciui^tria! nations i«" experiencing rapid structural change in Its 
ecbnbrhy and reem i^'tneht problems anibn£ dislcxrated midcar^r 
workers. Shipyard ^./f .rkers in Sweden, textile_workers in France, 
steelworker^ in Great Britain, coal miners in Germany, and auto 
assemblers in Ganafia Saave each faced plant closures and employment 
reductions psrajkHni: those \n similar mdustries in the United .'states 
(McKersie ar^l Sengenberg^r 1983; Organisation for Economic 
Coo})eration and Devdopment 19^). This chapter ;^3CBmines the 
experiences ol three such natt<;ns in addressing this problem^ dra^ving 
from them useful ll-;^iions for .American inUtatHes The tl'iree riatibni\. in 
the order in which they are (iv*scri5sed. are Sweden, Canada, and 
France. 



THE SWEDISH -AeriVE IJVBOR MARKET' APPROAEH 

The Swedish couicept of the public role m the Wijor market is 
fadicaily differen: from that in the If nited States; Their system is s 



A(*KN()WLEIk;EHENTS: Th> ;)iL;>er »^ pirt on rewire h jwppcrlKi by Ih* 

iicrman Marshall Funcl «f th** l.'nitrd S:«tei- IW'^ui'H! G. R^'ibf^K^ providfd tniiifhtfai 
con;m<-itA on an eirllcr ririft 



jro^frhrnerii-rfhU'rrd one, with iroverhrhent j^ivcn prime or exciasive 
rt*>ik»hsi[»iliiy for niaiiy itctivitics that: in the United States, are left to 
free enterprise: For exart:;)le, u iih only a few exceptions, private 
empioynient a^'-eneies are illegal in Sweden, and Swedish law requires 
that aii job varancies lye listed with the puhlic later exchariire. At the 
s;iri)e time, the private seetcir is ven* active in ^juidihg: the work of the 
pul»lic labor market air'ency. The so-c'aljed **s^x*ial partners' — I) usiness 
and nrganiz-'d laljor— sit as the controllihjr meml)ers of the public labor 
market boLinls ( AMSl at Imth the national and local levels. This 
tradition of eooj>e_rar.i\e, tripartite decision making? amon^r 
repres4.»ntatives of pnernnu'nt. business, and lalxjr has deep historical 
ami xK'ial nH>:> in Suoic^n (Rehn 19S2i: Tentative and neonascent 
efforts at (ie\el()j>!njr such arran>rements in the United States— such as 
the private indu-try c*t)unciis (iMUs) under the Jfjl) Traininjr 
Partnership Act tJT{'A>— are not really comparalile in terms of the 
eentraliiy of their role in decision makinjr. The two systems als<) differ, 
in that buvine>> is ^i\en the majority \oice in American IMCs, wher^^as 
organized labor il,»mi nates the system in Sweden. 

Puhiir >eclbr vvm{)loyrrieht and traihihj? activities in Swecien alx) 
differ from lfio>e in the United States in the sehse of beinj? generously 
fundtni. The annual bud^ret of the Swedish Labor Market Board 
amounts to about :\ [KTcent of Sweden's pross national pro^luct: the 
comparable fijrure in the Unitc*d Statc*s is about one-quarter of 1 
IH»rrent. In IWl, the I^oani s[K»nt ^teut $450 for each memfx'^ of the 
Swedish 'al)or force: The comparable American fipure was less than 
$100. 

Thfse exiHTldituri's in Sweden cover a broad rah^re of activities, 
inchidih^ hot only traihihjj: (in )j:o\erhmeht traihihjr centers and oh-the- 
j()b within private firmsl. liijt alsi) job search assi>tahce, relocation, 
allowances, wa^e sub>idirV_, work aicls to ehcourajre employment (^f the 
handicapped, "relief work" oh public pnyjects, re^riohal econt)mic 
development initiativi'>. liud even public subsidies to private firms to 
retain surplus worker> rather thai: laying: them off during a recession 
(e.j::, by placing: them in company-provided training or l)y pnKhicin^r to 
st«)ckpile irivent(jrit's) ((iinsl)erp i!i8.'{): 

Kor such acliviiies as traininf?. counseiinir, and j()b placement 
as:sis*a?M'e, any AiTU'TrpUn'ed jx-rs/^n ^or pcrw^rt uh?? is in dan^ror ^^f 
l>ec()rnihK unernployedj is eligible, and the services are utilisu^d l)y the 
majority of Su t-drs seeking work, in the UhiUvl StaU^s, of course, the 
public sect/)r role in the lal)or market j^eherally focuses oh prb\idihj? 
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ussistark-t* U> sjK*cia! ijiriis ^rroiips. such as tht^ hund5ti?5^,j!!C-'^^ 
(lisa(ivaht;t)^ed: this fcvcus is achievvU hoth fbrm;iic iti 
many i.)h)irrarn^ (e.g., CETA or JTrAl and by the rSte ?)Virfalc^.(il; qvS^iity 
uf st-rvic-fs offtTt'd.ih other cases (e.^r.. the U.S. Emj^teli^J^l 
In S - ^'lien. i)uUlicly p)rovjtie(i s<^.-vice> dtiminati* the iaj>?:jf r^-Sirfe 
bt'cai^'i^ ihey are jreherally universally ;^vai!able—W'?itl:H;^^ft'^^ 
elijri! ^liity or other catejrori^eii restrictitjns— and tx*cai»^ Sr\i^r ar^r *:M 
hi>rh quality an(i recoj^nized valae: 

Otw indication of the latter phenomenon at work in S'^^^vU-gx^m 
by thf liriin^r of yoh vacancies by empl(>yers with the pubff€'1s|iv;'r 
excHan^i'. Such li>ljn>r is mandatory, and about tH) lierctrnl 'i^ <^w'^k^ 
art* c>Timatf(i to be li>led. Hovvever. in the {>eri(id prior U) im^^^'-C^-^-M 
thiN Icjral mandatt^ some fl-l jHTceht of vacancie.^ U ere already F^^^^^^^ 
li^trd, lar^rely because emf)loyers recoj^^nized that the public lafer 
exch:tn>rr v\a> an effective sy>tem for finding? hij^n-quality err^pk^r^^^. 

Similar thinyir^ can be saicl about occupational >kill training? 
provided by Swedish grovernment trainirij^: centers. The>t^ centers ^.t'S'^* 
>triffed by v*:eli-paid: high-(]ua!ity craft?>f)ersons and cducatcrs: offer --v 
(iepth. lonir-iiuration coursi^s pnJvidinK the same depth of training? 
prerareer >tudents receive in rejrular vocational schools: utilize up-to- 
date e(jUipmert ami sLat<.*<)f-the-art technology; and attrsct a broad 
f iinge of trainees, mixing *"disadvahlagtHi" trainees vr ith "mainstream" 
w.»rker> ah(J tjie employtHi with the Unemployed. Srnall wonder that a 
training certificaU* from >uch institutions is cbh^^dered ah excellent job 
credential and caTie> ?i one <)f the stigma that [uirticipatioh in 
American programs (such as CKTAI often has. 

(Jiven t'He range an(i quality of existing public lal)or market _ 
insiitulio^ns just de>(*ribod, sjK^cial initiatives to se^rve the victims of 
i^rnnomic and technolosrica! change renuire ohiv minor modifications to 
implement: One typical comjx>nent of tnis modification is to move the 
intake function for reemployment servicv ? to the plant site itself: so that 
ennillment for unemployment t)enefits. counseling and ti^sting. job 
search, and ()thtT >^'rvices can be provided immt*^^ 
convehiehtlv. As jjart of the Swedish tradition of tripartiU* coorK^ration. 
ernployers often prov ide office space (and sometimes supplementary 
>iaffir;gf for tht s^- eff^>rts. A !^ga! m]ui?^m4?nt <>f advas^e ju;tif^caU^?rs 
for any large layoff or plant closure facilitates iK'gihriirig the 
re<*mployment pnK'ess before uhemployrheht actUallir' l)egiris. Although 
intake activities are brought to the plant sit<* and adjusted to match the 
sjM'cial circumstance of mass layoffs, workers are rapidly channeled 
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tHroutrh invj>e ihliaki- pfik'f>st*s mn^ th-t^ resrubr strean^ of services 
offtTfd by ih'c LaiKjr Slarket i^jani Thus, for example, disjocat^d 

workers under^^oinir iki!l relraihinir wiU be trained not in a specjal_ 

proirrani for theni Vvat in the re^nilar ^iassrocim of i^??gr^in^? government 
traininfT programs. 

A :-t'C-()i;d niixilficaiion oi Swedish sy^lem for dislocated workers 
is thai sj>t'cii$I lep'lslation for certain industries provides therri ^.vith 
siK'i-ia! waRe a'ssistance to su:pf)ort_ their time ^■]>ent >ee-,king.r^ew 
i'mployiTAnt. The Swedish shipyani mdvusrvry. for e.\iimpfe ts ... 
underK^oinic ion>r-term di^clins-. If a ship^^ard worker who is not yei laid 
off net^is time off during the work week to intervj-env for a new j^^^^ 
trien the empIuycT must release that worker for the needed time, and 
sjK^cia} government funds will pay the wor^;er the resTtil^rj^vaj^e dunnip 
those ii<>urs. 

Finally, th-e Swe'dish >?overnment nnakes. special economic 
dt'U'lopnien: efforts to rerycSe the piants and equipment of shrinking? 
firms, with the idea ih^t the new jf>bs generated will reafesorb :^.me of 
thost* losing their empluyment: In the cas^^ of f^over^^meht-owned 
shipyards, for example, the K^nerTiment has offered unused fact^>r^\ 
space and nqtiipment either free or at highly redoced pr ices to small 
enterpri.st's (e,^., small furniture companies) biMn^ founded by former 
shipyard workers. 

However, the.st^ stHx^ial efforts oh behalf of those who become 
unemph.H'ed as part of a recojrnjzabie disiocatioh— sUch as a plant 
closure— are small compared to the assislanc** that is available to 
di>l(Krated workers simply by fcin^ unemployed. Therefort?. evaluaiive 
evidence cnncernmjr the effectivt^ness of the aNsistance offered 
s|H^cifically to the dislocated is close to nonexistent, and we must rely 
instead on examinutions of the "active later market'*' system more 
irehrnillv. 

On the positive side, it is clear that the ^.v^ah'ty of employment and 

training: .services offered l)y the public secU3r in Sweden is hiRh. 

Froj^rams are well fundrxl To work for one of the public emplnymem 
and traininjr aj^encirs is cj^nsiciered an excellent career. LalHjr. 
business. an(l the voting public are supj>ortive of the activities. Both for 
training and for placement, the p^ih'ic systern is the fnasnstream 
institution for the nation: The ^situation seems to Ix* a ?i»]f- rein forcing 
one that comparable American instittitions may well envy. Kxcellencc 
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in .siTvii-f ijfrHis ;iuh]ic su[')[;^)irt, and pai>Hc b^in^fiyrt provide-s the 
reNoiirt\*> anci Ifir fnariilali^ provide vxceilrnt ser%ii;e>: 

Tuu L-auti»jnary notes an.- nei'e:^s>ary, h^>\vever; U) bai:i77c«ir im> 

Fir-t. il is hoi obvious ho-v much .^roaltr the tola! limount ^^f 
invf>tmenl in Ixluir markft activities is in.tiK^^ Swedish system,. 
cfimpared to ifiat of the t'nited Stat<t»>. At least part of tKe.Swu*/iish 
puiiiir s<-ci()r activity may sinipSy be replaeiriR what would cnt?uer",vvise' 
ha\.e l>een purchased by the private sector, either by enapJm'er.s Oi their 
eniployee> or b\: emfjluye*.^ themselves^ Remember that the Stvedifth 
public emph>yment and iraininjar r^ystem syn^nds afjout $450 jiner year per 
memi>er of the work force, x.hereas the American public seciDt sp^'uds 
about sum. The American S^ic iety for Traiinin^ anri Development 
<rarne\ale and (^dldstejh 98:|^ tells us that the AmeHcan business 
sector sjR'jids perhaps $.'^() billion per year in traihinj?: its erhployees. 
which vorrr^ponds.to about $C()(J pC't year for each mtTObcr of the work 
f(vrcf: IVivate erriployment aj^ehcies.in the.Uhited Stales ehjOi." annual 
sales of more than $250 million, which adds another f^^w dollars per 
worker. TotaUnfi pubUc and private experiditures in the United States, 
We ^et approximately the same _3mot3ht per worker a:? is sp^nt by the 
public st'otor in Sweden. Of course, th? level of private sector 
extviiditure on training in Sweden is not zero: in scsme industries such 
ev^^ehditure rnay lw> as hijcrh as in the Uniti'd Sus.U\s, or even higher: But 
theM* compari5.4)nj^. wtu .f hardly definitive, si^ rve to rt^mind us that a 
lar>?er ^overnniental role by no means pruarant»s a hs^rher total level ci 
activUy. 

Of ci/urse, the >hiftin;}.r of respbnsibilil_>- fmm the private sector 
the pubiii^ .MH'tor may stilf be fm;><>rtant if, vviihjh ari.uhchaPKed total, 
resource?; s^pent on differehv ihdivi(!aals or for different purposes. In 
ihe ('nii^Hl St;i?itev for example, we know HWndick and Ej?an 1982) that 
\hv ^iHewin^? ^h ci^ts in t|ie training activities su{)fM)rted by the private 
firms: 



• Kmpl()yee::. of iar^re firms >?et more traininj? than employees of 
small firn)A. 

m Whit*-(Mniar empl-^ivees izvl more trainin>r than blUe-coiUir 
employees. 



• Tlu* mort\;^^t"TU'ral vliihcuium and training a worker has, th^ 

-re likfSy tfc worker to receive atldilloria! trainiiiip:. 

• '^DL-itdviinlii^t^i'' workers ien>d to ijiderrepre.sehUHj. in the 
hjrflyj?!: and training stn*am. 

in the S^sedish >y-teni. xhe^ patierrL-i are -^veK 'nne. to some 'extent. 
K\5)t'ns'jve eoun><'linir efforts iinr i-xpend^n to encocm^e participation in 
iraiinin^r by !ess-edue;ttjed. i)!ue-i-o!!:ir workers, and spec:ial pedajroKs^^l 
teefeniquf> are u>ei3 to make traininR situaiiuns more eornfart^ble for 
adultsjHentiit-k H:».S>dl. But the Sw-eile> are randkS in admitting that 
not ali <uvh patterns art- overee^me, even in their i««:ia£ized system. 
N!any of the .\nuTii-afi di^iociued workers expefienciag' the m«t 
reeniplnyrnenl difficuhies an* precisely those tyj>esof individuals ^'he, 
vxrn in tfu* Svit-dlsh .-ystern. ha\e been the most difficult to reach— 
iijlue-t*«]iliar niaafactarinfr workers with limited ^mera] edueation_and 
km ^kills iHrndu k VMl^i: Ikn'eAlck and Dev?he 19.^1: liendick and Ej?an 

Therefore, althoujjh rnan^' o? the spyecific techniques the Swedes 
employ to reai'h such workers may u^efsuTly emulated the L'hited 
State> iHfhidiek we unfurtufr^atiely can^dt find,, evenjfn the 

Sivi-df;>ih e\|,HTi:enct\ any full/ansu,er the problems of provMinp' 
c^luealinn and trainiffij: for this d^ff^eu^^to-se^«;■'e [•K3'i:>abtion. 

A.secomi and related cauti()rtar\; note should be soundcnj about the 
pa>«)ffs of the >erviees providt^i by the Swedisli sN'sterh. part iijularly for 
^kiil retraituri>r. There fe a tendency in the Swedish sy^terri t^i place in 
fiH-cupatinnai training any unemployed worker. who cannot be 
innmediatt^ly reemployeci: in some casesi reRardless of whether or hot the 
new Nkilis to l)e acquired w ill sjRnificantly alter the worker s 
productivity or empluyahinty: For exarnpte. on a recent visit to Sweden, 
I ol»i*rviHl a larpre number of workers receiving training as^ welders. 
VVhrn I remarkt»il that this surpr^^d me bi^ause I believed vv<?Idin|f to 
lye liw ^)eriJpatiori for which demand w-ujuieclirunK^lw n^iwn two 
explanations for the activity, First, it ^vas said to he pr^-ferside to have 
unemployed workers actively receiving training than to have them 
sitting itily at homo while unerhployed^neh Jf the training was not 
very useful in the future employment market, ^^^^cond, it was &aid that 
if the work force in general poss4*ss^s many diverse skills, then the 
structure of (K-cu|Kttions will be influenced in the direction of 
maintaining ^'jub cjaanty." For example^ if a!j hiii'dihg masStenafvce 
workers know how to wdd, then their jobs will continue to be defined 
as jobs requiring this special skill. Their jobs will not b^ reduced to 
routine activities vvith lower skiil re(|^;irenK*nts, with welding farmed 
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olii t«» ;i -[Vrriuli-t. Tliu-. thr rrinti^ uiii>:i to :mi->t iri ft-truininir iho 

f;:iturt\ rather than t^vorKimio: che >r<>ul:^ fri-qtif ritly ar?\liy >upji<>ft the 
uurk i-thic or to influt-nct- tht^ haturir of u"urk. rathei' than tu enhance ;an 



In >ayi:;^ :h:\i the <>i)jecti\fs <if >ufh tfaininjr activities ,are 

ricai 'Of MKj'ioloj^ical rather than ei-f/norriic. ^h■i^ does not >u;rK^'>t 
that thrv are less inip>ortant or less legitimate. Ilouever: much of the 
S'ou^^lish iTU(-»sT!TTent in tr^aininjr and other "micnr labor market jK)iicses 
Ti^.iiy >erve such ends and >h()uld, therefore, .be exa7?iined cautitmsly M a 
unHk-l for an effect i*:^-^, immed-iate-jj^iyoff rei'mpUiyr^H-nt strate^ry U^r 
ArnA-rican iU>kj^":iXri\ \\«'kers. 

More j.H*T^r'rall\., tfce Si?.'i^'di-Ah >yyILem has tK^-m criticized for 
e\rcw.>i%t- relj.;tPice on itmtrmjVimjimK bubor market pro>rTam> Id a(3fjres.Sr 
ut/}e??u>lm ^7:^^"^! ])Tol/iicfax^,.M) the fl^eDt^lect rn,acrx>t*j:<)nonuc_af)pr<>acHes'. 
Va jJuj^H' unemployni vvwker^ in tr'^mih^ or "relitef U'orks" (the 
S 'A'ts f i ^ h te r rn ft > r i b ! it!' . m-* r* vice e mpl<>>"'r?: enl or j'i)b^ j r i <;ni t t^J p u {i ! i c 
v.'/irks* rtiiiv re(h^^"e tlui." '2VK?a?4^r^d uniempte'mtMit raie. but it dcies so 
larjr<"iy by (Si>KiJisinK u^^^s'mploymu'nt ra-thier than actda'liy retiijciiig it; 
At leu>t one rv'TiL''dri\^wT has e-^fJmattd that Sweden couSd reduce its 
"real" unenipl///yfT'ien't rail** by ^hiftmi!:. stmie uf emphasis au'ay from 
nUcn«'e(*norir(c jx^bcit^j^; itJVd t^MSKfii maen>t"»eo!fjomie initiative:^ 
j;.johanne>Miri and Pt-(r;^:^((<Sjn-T«^m^ 1!'^T8: Johan^nes^jn and Schmldl 



im: t ANA WAS SIANPyWER rON^^ULTATIVK SKRVICE 

Thf* concern ;-if>otil the proper ?.)a3ahce between fTiacnH»c()non>t^nd 
mi(T(«'conomic initiatives is a cvnlnl one to American fK^licy fi<rt>atf 
about di>liM-ated \A'ork'i:'rs. The traditimial role as^sij^nec) to f^overnment 
employriH'nt antl training proj?rams in the t'niled; States has biH»n to 
pniinote vhe lalHir muirlkel f'pjHirluriittes of those who would remain 
*'«xtru(*turMlly ijru'mpft^ved" lor iinck^remriloyedf e\en in a 
nor)r<'ce>sionary' hatiohiU eoonamy. Key queslians irt discussions about 
(/!isl*K-ated uorkvTs. therefore, are: To what extent will workers 
currently t.n lon^^-term or ivrmafieht layoff in the American irdnomy 
Ih" K'iKbly rea[»sorl)ed by an eroh()niiy reccnerinj? from recession? How 
nuii\v amonjr th<^ nulbons of workers iaKl off from such traditional 
manufacturing industries as automobiles, stwl. rubber* ^lass. and 
textiles are iik<'ly to rettjrn to their old jobs /or to very similar 
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iiiunufucturinjr joijs n-i^uirnv^ major skill retrainifi? or career 
lran>itions i(> enter? 

()piniors vary m jjresi deal Bn thh subject '(Avres ahd Miller 198:^: 
u..^i;..L- lix^'isx ri»'mjij-k Siml Uexine T9M: Biuestone and 

ILirrison rhuate Hunt and Hunt tSKi; Levin and 
RumherKor 1983: SmHWl 198:{: Sht^inpdd iS^^kjtnd no definitive 

answer is [Kiissible until such arti economic recoverj' is actua^i!y 

fxi)eriehctHl. Uowever.Jzven tte smallest estimates of the ma/n[tude of 
the problem (IkMidic^'v IStsiaMiRree with the larsr^^r ones in saying that 
there is one fKX)! of dislocated workers who will experience significant 
reemuloymernt difficullitL's even in nbnrecessibrian- times. These are 
workers unemiployt^i as part of mass layoffs or plant shutdowns in 
o>mmuniti,es already suffering \t^ry high levels of general _ 
unemployment or lanj^-term rk^line^ When an auto p3a."»t closes in Flint 
or IKannit. or a steel mill shub- down in Youngstown or Buffalo, those 
laid^>ff employees face >i^rious structural reemployment diffirulties in 
their ••eotrnmunities in crisis/* 

For a mo<lt:J^>f how efft-ctive ti:overnment assistance can be 

<ieUvered to >uvh workers and their communities, there is an innovative 
pn)^rram in t'atnuiia caiie<l iHe Canacliah ManfpGwcr Consultative 
Service (MC'IS); Tni> agency of the Canadian national government exists 
^;>ecificuUy to deliver lemi>t)rar>' worker adjustmeht assistance to 
communities miderpoinjr economic crisis. The SICS operations may be 
dcNcribed as follows < Harth ltt82; Rarth and Reisner 1981: Batt 1983: 
Hendick VjsXii): 

• When a plant shutdown or mass la5'off situation arises, the XICS 
iNH-omes invoived immediau^ly and temporarily (e.g.. for a six- 
nu^nth to twelve-rrionlh period). Thus, it sapplements established 
i(„ 'al lul}or market institutions at a time of peak demand. 

• M»4i"s maj^r fnle is that of coordinating, facilitating, and 
encours^ging the mobilization of local resources, primarily those 
()f IrKTt! employers and local uaklns. ihU) a commitU^e. It brinj^. 
in a mixiest amount of rnAtetiTng funds for administrative 

exjK ns<-s and the st'fvTces of a case officer, but local government 
and priivaU* res<>urces mast also l>e contributed: 

• AH workers invoiced in the job redtjctiori ar^ cmihc\^ to ^ 
«i^mpIoyment assistasice is desired. (Typically. 70 i^ercent respond 
affirniatively.) Kiu b jH^rson expressing interest is then 
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intt-rv ifuod irKiividually to determine the most appropriate 
f(»rrn of ;i>.-istanee. 

• Thn-e \v(/: kers who neeti or de-ire cafver cdUn<eiinjr. tra.ining' in 
joh -earcn ^r:ill:^, retraininir. or rel(X'ation assi.^lark-e are 
rfffrrcd_to the Cahacviah e(]uivaleht of the U.S. Ehiploynu':. * 
St-rv ice for such a>.-i stance. 

• The major forr^i of assistance provided to most workers— some 
♦VI jkTcent of a!! cases — is direct placement assi<t:iiice. Here, the 
ki'S ro!e that the MCS and hxral committee play is to brinjr into 
the o{H»n jobs in the "hidden lafw^r market'^ (i;»":. those that ane^ 
typically fi!Ie<i by word of mouth )- 

A sy>tem akin to the MCS 3n operation in the United States would 
copy >omf ;i>pects of the Canadian ap{:*h3acTr»<id rnck^ ethers. For one 
thin^v.the I'.S. Kmployrrient Service is hot Rehera^>i^et^uipfK^ 
provide extenMve career couh^ielihj? or training in joR search skills. 
Ther€'f()re. an MCS-Iike ajrency would have to bring in the nec^ssar>' 
skills and rest^arces. Second, an MCS-!ike intervention would be 
tri!p:>rered not only by a ma^^^ layoff or plant closing but also by lonfr- 
term re>rional decline or f)ersistent anemplo5'ment: Third; these ser% ices 
would he ojH^n to all pi^rsons in the ialwr force in a locale, not just those 
directly affected by a layoff; this is becaust* ail job seekers in a labor 
market have increastnj difficulty finding jobs followiriir a layoff due to 
the jhcreas^-'d rorruH^Utioh from those laid off. Alon^j with these 
ni(xlifications. however, other key as^)eets of the MCS should l)e 
presiTved. includin>? the role as a supplefliehter of existirij? serv ices on a 
short-term basis, the tailoring? of servi^res to the het^s of each individual 
worker the nr)nbureaucratic style of opt>ration. and the erriphasis bh 
mobilizinj:: and enhancihj? local reMVjrces. 

In the o[H»Fation of Canai ja'.> MCS. as in the bf>eratibn of the 
Swedish f:,a})of Market lioard. one essential o5em*^ht of the 
resf>onsivpr;t»ss of th(» system to the needs of dislocated workers is a 
mandatory advance iiotice of mass layoffs or plant closures. Such notiee 
allows the public airency to bejrin to serve those facing- unemployment 
prior to their actually IseinK; laid off. This early provision of services 
appears to lie especially important psychcyl^f^icaily. in that it reiii'hes 
workers very s<)on after the stress of the dismii^K providing 

frustration, and bitterness that are typical reactions (H^ndkic 1983r). 
Contaelinj^ workers is also sijrnificantly easier l>efbre their layoff than 
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after. Finally, vurly iiat-rv*;nt:,iri is parlirularly irnpurtant in smems; 
>ach as the MTS. that ro!y i(*f:i!.ein|>!bycr5 and Unions to provide at 
least Ncmie of the reso'^rces :.or worker reerripldyrneut efforts. At the 
e:iriy stu;res of the pr<K:'e>^,, corniKihies and unions Have both nhre 
intert'^t and colore resi>urces. 

Leiriit reqUiirefnents la provide advance layoff notice have btn=n_ 
i-xiensively disr ^i<<^i\ in the United States In ''plant-cIctt^inR i^'^Msbtion" 
jK'hilih^ in a nund^r of states and <?nacted in two states^ Such 
re(}uirenient.'> of mAkv are s^imetimes also included in unJon coU 
bar>rainin>r a^rreisTierits « Behdick l*J8lb). Tht^ important iwint in other 
nations' ex{>erien-v with advance notification i.s that it immediately 
tri^^>rer- a >i>rnifii\'int amouhtoT public activity. To imposen 
requirement for r^^-iivancc nolificatiorr without also creatinir.>i)me system 
to re>;N>nd to the layoff or closure would be lb achieve a !a.w ly pyf rhie 
V ictopt-. It wouid a!sii be difficult to afhieve jKilitically b(»cause -the 
pre>enn'e of irovernmerit sen ices to aid iheir vvorkers j)rbvides _a j)artial 
quid (jiii) li> fir^l-^ for the dlsadvantajres of having to reveal their 
b us i n eSs intentions. 

A further central risjivc: of the MCS approach is that ecoiiomic 
development^the promotion of e\i>tin?r l(>cal employers or the seeking 
of immijrrant companies,— is a 7najor part of its |)ortfolio of approaches 
to auiinjT oommuhities. That i>. if local circumstancts dictau\ MCS 
exji^eftiK* and rex>urces can be tarjr^*te<^ on the creation of jobs (demand 
for vTorkersI: not ju.s-t on enhancing 'Jie >upply of vvbrker> (through 
placement or trainin^rl: }h the American ex^K»rience. the ecn)nbniic 
development function and the worker development functions are all loo 
often handled by separate state a$?encies. and typically in ..:h 
uhc(Jonb"nated fa-hion. The MCS j>alri^ng of the two approaches t<i aid 
oommuriilie> in crisis is a useful reminder of the vomplenr^entarity of 
the two type> ()f activities. 

The MCS also offers an interesting echo of a theme in the Swedi>h 
exfHTience— that of M^'rving the h(x»d.s of distreN^i^d '-J' disadvantagiHl 
individuals through.the ^ame agency that ;i>ervos the "mai'nst.ream" 
work fiircr. In the XI CS cas^*. this occurs through a mandate for the 
agi^cy to provide its asssstiance not only U) cbmmUhiUes ^^^cperieho ing 
lal)or surpluses from ma^s layoffs. and plant closures, but also tx) 
communities enjoying economic expahsioh that happen to be labor- 
^Wrj*»» Sueh a doa! ntandnte is efficier* in providiiig for |>btential 
pairing (if surplus and shortage an^as and in drawing urioh similar 
agency capabilities. It also prevents the M£S from becoming 
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-tiv:rti;iii.^*Mi ;i> iuMtijj: t:\fl i:>i\t;ly ass^ ''iUU'U with "tinuUrui'tnt " 
t-oiiMrii!::: :r - ;ir:<i hahi-to-t-rnpltA' workers. . 

Fiiizulv; \x jM tu* noli^l thiit in ihc MI'S t-xiierierico. rrluny— 

0- riainiy lU :t nuijority— (iisl(>caU-(i vv()rk4T> are.ussisteU vvith job 

^^nriT; ann pi'iri'mviTi u»irL;iTnT:- T.nut-r Liirtii >^_i_v7J _^r\ti* 1 1 vt o.t • * 

r,^;\s littT) ihr t*x{kTii-TK-c Wutiijif tht- ('ana(iian MCS (H^r which 
i't-ri't-nl >t-r\ic'f n-cipit'nts rt'cciu- only >farL-h ari 1 placement 
a.->i^larK'r) arui (>f Mich Anu-rican proprani> as the E)ownriver 
('urT^T!iunity (^infen^nce Kconoriiie ReudjUslment Profrram (where some 
ptTceru of M'r\icc recipients receive only jul) s*.*arch a:s:^i>lance); The 
rt-a^Mfi- fur this rniphasi> are hiinU*n)Us. Iml may be sumrn:jrized m the 
a--frli(>ri that WiK^y^ unrkers will f\enlUally ije reempl(>ye<i in jobs 
reM;j;rin^ a >kil! lewl n<»T variiculaHy hi^rher or different from w-hat 
in<-> uti!ize<i in their pre\.{jus jobs. This will t>e true Ixjth because the 
-kill r^»rnM«»^it!nn uf jol) vacancies is nun in^ upwahi.ohly >lpwly and 
iM-c.iii-r \\\\u\\ di>l(K*atr(i workers are. not ideal candidates for trairiihjr 
(HrTidick lt*>la. ins:>c: Hendlck an<l l)e\ine 1981: Levin and _ 
liwTnlu f vr* '^' l'.*>:{f- The t'anaiiian exjH^riencc^confirms much of the . 
Ann rican f XjK-rience and ^up^rests that reernj)ioyin)T dislocatec: workers 

1- prfti(*n jnantly a mailer ^f placemeiU ratf^er than of retraininj^. 

THE FRKN( H 'OBf J(; ATION TO SPEND" ON TRAINING 

Tht* fact tha:. for nm-t d.i>l(K'alt^i uorke^-s. retrainin^r is not the 
path !o n^erni)!n>ntenl >hould not be inier])reti^d to mean that midcareer 

" rt-trasninp: is an utt:mp(irtant ruviJ in llie lalmr for ce of a mtHicrn 
industrial nation. There is eonstarit an(J aceeleratinj^ chanjre in the 

''c<)?rp<:>-itii)n of ouljM^ in the American econonn^und in the technoloj^y 
wcin u hicli it \> pT oductn}. Thr>e chanK^^s. in turrt: dicl;it:e that the . 
occupational mix in tht' eron()my change constantly, and alxf that the 
*ilK in\ol\cd within each occupation also chanpe. !]owever:_it is 
important to recoK'nir.e that thei^vehanjre^ «)ccur pradualiy, that most of 
tfjc T.r\\ >kill- re(ju)r( <i in the ev-'\uiion of jobs are ac-tiuirt^^i 
ifK'rcTT.cntally. an(i that rtio^l rclraihinjr of midcareer wi>rk< r> (KH-urs 
anions I he empl<»y*'d. not the unvmployed, A hi«h level of mjlicari'er 
rtMrairufip amonj: the ernp/loyci is probably one of the be>l de/ensos an 
ironorny can erect against the abrupt (iisi(K'ation of its work force. 

Karli<-r \\\ this ch:;r>ier. an estiriuUe of $.'>0 billion jK-r yt**ar was 
<'iTc(l t!:e amount that. American private empbeyers currehtiy exiH*h(i 
Vsw WAWwrvj: tllcir empioytS:^,. har^e as this number is. there i> reason to 
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believe that it is still less than the SDcially cptimai level of investment 
for the American econorriy. Due to the presence of what economist 
refer to as "private market failures/' the American pHvale sector 
acting albnl\{)ersistehtly uhderinvests in the skills heeded by_it§ o\vh 
work force (BeruiicR I98;ia. 1983c; Bendiek and E^an 1982: Stoikbv 

These niarkex failures Haniper bolh_!nvestfTrerit by em p '^'^^^j^p 
training their current qmplbyees and employees investment in training 
themselves. 

In the case of emplwers. the deci ion to invest in worker training, 
as with any otj... r investment decision, depends largely on the expected 
returrj from the investment. When workers are free to move from 
company to company, it is risky for an emploj^er to spend thousands of 
dollars to ^ive a worker a skill in jj^rezi demand, because that firm's 
comiR'titor will try tuhire that worker away the minute the traininjr is 
corTiplete. When all employers tbiretherr^act to this fact, a, situation 
ari>t»s in which everyone needs a skilled labbr pool but nobody will pay 
for it. ■ 

As for employees: we do see a preat dea! of self-investment by 
uorkiTs. When a hifrh sefK^l jrraduate ^oes to college, or when an 
individual takes u job ues^^fite a low wage "because it is ?rnod 
exp^erience." that is prt'cisely what is occurring. But in an era of rapid 
ect>nbmic and technological change, more and more wbrl^ers a faced 
with the netHi to make a major investment in their own retraining: at 
rriidcart^er. Such bouts bf midcareer formal trairiihg are difficult for 
workers to finaftice. First, they require quite a cash flow, both to piay for 
the ihstruciiori itself arid lb suppoxt the worker and his or her fafhiiy 
while the training is proceeding. This can be a particular problerh if 
the worker wishes to undertake retraining when unemployed, when 
ca^h flow is tightest, and when— ia the current American system— both 
the jo[) Training Psrtporship Ac^ and (in most stetes; the 
unemployment insurance program will not provide income maintenance 
during training. Sec<ind, l>ecaiise formal midcareer training is very 
exfwnshe. individuals may t>e reiuctant to undertake such a sizable 
investment when there is no certainty that it will pay off. And finally, 
there is ;i problem of ihfofhiatioh: Individuals may fibt be wo it eriough 
in fornned about trends in the «i^>or market tb pick the righ'i field ih_ 
which to l)e trajiied. ^ 

The gaj) betwee^h what training the private secti^r is currently 
providmg and the everinerea.sihg training needs of scxriety m::y 
|Mrrhaj)s be effectively addfes^necJ in a way modeled on an aspect bf 
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French jxiliry- Since 1971. the French have operated a national 

system fur finahciriK^ worker traihih^^ that creates an effective public- 
private partnership to address exactly the problems outiined. The key 
element of the system is what the French refer to as ail "obliRation to 
spji^jid." er'iorced by a payroll tax if that dblij^ation ml rhet. 

The French Further Vocational Traininj? System was established 
by an a^rreement between employers' associations a^d trade unidns 
ctrncluded in 1970 and reinforced by laws in 1971 and JSTtH Bend ick 
and E^an 198'i!: Le^ave and Vij^naud 1979): As a cehtr*al feaidre of this 
system, every employer of ten or more employees must make an snnual 
contribution to the fihahcin>r of training courses. Contributions are 
calculated as a percentagt? of the firm s tbta) wage bill, with the 
percentage specified annually by the government in its yearly finance 
act (currently it is set at 1.1 percent). 

Employers may satisfy this contribution; requirement in any of the 
several following ways: 

• Kv financing internal training programs for their own workers, 
either conducting the training themselves of paying for the 
services of an outside training establishment through a 



^ Hy making a financial contribution to ah ihdfstrywide training 
Insurance fund, established by agreements .between employers 
or employer associations and trade unions. These funds may be 
national or local. 

• Hy making a financial contribution to programs for unemployed 
jx^^rsons in training centers approved by the governmenl. 

• By paying their contribution into the government treasury: 

Thus, if the firm chooses to train its own wdi^kers and spends at 
least the 1:1 percent minimum, then its obligatidhs are discharged. Or 
the firm may meet the requirement by participating in and financially 
sl)pp<*rtihg an industrywide training fund that serves its own 
emiildyees. Hut the firm may as well spend on one of these forms of 
training, because if it fails to meet its obligatjons to .spend, then the 
unspent balar-ce of the 1.1 percent Is due to the go>;ernment ^ 
tiix. in practice, the hiajdrlty of funds are aUocsted to the first of these 
methods, particularly among larfr^^ firms: about 8 percent of funds go to 
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the* second metluxi, priniurily amonR small and medium-sized firms in 
imitistries with strong trade anions': Approximately one hundred twenty 
thousand firms and over 10 billion French francs are involved each 
year; typicall|^:' one person in eight in the labor force receives some 
training durm^ any year, with an averagre of fifty-five hours of traininfzf 
per trainee. Revenues may be used to finance trainees' wages during 
training as well as the out-of-pocket costs of the training* itself. 

Workers may take advantage of trairiirig opportunities under this 
fund for a number of purposes, including "refresher" courses in their 
current occupations and advancement to Higher-skill occupations. The 
funds may be called upon for "adaptation" courses, in which 
unemployed workers switch to new fields of \vork» or for "preventive" 
courses, in which currently employed workers convert to new 
occupations created by technological change. Thus, the fund becomes a 
valuable deVice both to workers (in assuring them of continued, 
employment despite. economic change) and to employers {by providing a 
trained labor force for errierging labor force Ifte^*)*-'^ 

Because the French system provides wage replacement benefits 
and tuition payments to workers, it tends to bvercdme the "cash flow" 
and "risk aversion" reasons that may prevent workers from investing in 
their own training. By obligating employers to expend at least a 
minimum level of effort oh training, it addresses their reluctance to 
invest in training for transferable skills ("jf^neraj human capjtaj") 
whose benefits they may not receive. By fncreasing the amount of 
training provided to workers currently employed, it emphasizes 
preventidn rather than cure. At the same time, by promoting the 
prdvisicTn of training to workers by current employers, it reduces the 
situation of workers' undergdihg training "on speculation" in favor of 
training for job heeds already planned for within a firm; this reduces 
the inrormatibh and decisibh-making burdens on those workers, 
particularly blue-cbllar workers, who are used to a system of adapting 
to ernployers' needs and who have relatively little facility with career 
seif-planning": Thus,, such an approach may be seen primarily as 
addressing basic ''market failures" in the retraining market, rather 
than the more ad hoc needs of dislocated workers, per se. 

One of the advantages of such an approach is its flexibility and 
decentralization of decision making— much in the spirit of the Job 
Training Partnership Act Decisions are made by employers (with a 
mandatory consultation process with unions, in the case of larger 
firms), in light of their firrhs' own needs. No ^t amounts of money 
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flow into and out of the public treasury, and no Rovernmcnt central 
plans or decisions cohsthlih what a firm may da: Yet each firm has a 

profit incentive to use its trairiirij? resources wisely, and all firms 

together are required to maihtairi a hijfh level of sustained investment 
in the r'rench work force. 

the exp)eriehce in France with this app)roach has been highly 
favorable in terms of increasing the total volume bf resburces spent on 
training within firms. Tarticularly amonj? sf^ialler firms^thase riiost 
subject to the tendency to underinvest (Schiller 198:])— the level of 
expenditures on training has increased steadily j^ince the start of the 
sy -tem, AmbhR firms of between ten and nineteen employees, for 
examp)le. training expendit^i^res as a proportion the w^^e bill went 
from 0.47 percent in 1972fe'^>.95 pt?rcent in 1980. The availability of an 
industrywide training? fund has been particularly useful in making 
hiKh-(iuality, professionally organized trainiriR available to firms too 
smali to run their own in-house training efficiently. 

One difficulty frequently observed in the French systerri is that, 
although the total amount of investment in training has increased, a 
disprbpdrtibnaU* amount continues to be spent on whitfi-cbllar. 
prbfessibhal. and nianaRerial employees, rather than on the lower- 
skilled, blue-cbllar workers who, in the United States^experience tR^^^ 
greatest dislocation problems. "Management deve[opment seminairs" at 
pleasant country resorts or English language instruction for upper-level 
managers are typical exarriples of such expenditures, which are off- 
target in terms of dislbcatibri prevehtibn. They are perhaps more 
appropriately described as ernplbymerit perquisites for higher-level 
employees than hard-core skill u^atihg. Such difficulties could be 
overcome fairly easily in the United States context through program 
• regulations specifying targeting. It appears frbm the French experience 
that such controls would be necessary. 

With that important modification, if the United States were to 

adopt a similar "employer obligation to spend" approach, we wo^ 

move a long way toward addressing the midcareer retraining problems, 
of which dislocated workers are the visible and important t^p of the 
iceberg. Such a prbpk)sa| is by rib means a political absurdity. The 

leadership elements of the busiriess community should be as 

enlhu^iastic In the United States as they are iri France. Mmt major 
American corporations already invest heavily iri worker training. Their 
obligations under this system would already be discharged by their 
current level of activity, whereas their less active cbmpetitors (who 
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havo tuvri sioalinK ihoir staff) would bo forced to carry their fair share. 
At the sariie Umi\ ihv leaders of labor should be enthusiastic about a 
systeh) that ensures a sustained level of resources to make workers 
participants in and l)eheficiaries of tt j}iriolbR:ical and other ecbhbmic 
chancre, not victims of it. A hij^her level of jferieral labor force trai hi hj? 
would prevent a niKxi deal of worker dislocation by providing in-house 
retraihinf? as a substitute for dislocation, and currently dislocated 
workers would benefit from the new entry-level employment slots that 
would be created as current empjoyees move upward via training: 
Taxpayers stand to jsrain from reduced unemployment insuran<M» and 
pulHic assistance claims, and we all stand to j2:ain from enhanced 
hationul pHRluctivity and international competitiveness. 

Such a ^^ysu^m couid be adopted in the United States either directly 
or throu^rh one of several incremental strategies. One of th^ ihcremeriia] 
strategies would involve reprbgramriiing. for training purposes, somibf 
the payroll lax fund al?-eady collecU?d for unemployment insurance. The 
state of l:'alifornia has taken a step in this direction by rcfflucihg its 
payroll tax for unemployment insurance by one-tenth of 1 ij)ercent and 
creating a new payroll tax in the same amount for worker retraining 
and other adjustment programs. Another incremental approach would 
bi» to impose this obligation to train initially on the defense industry, 
where gbvernmeht purchases already create both a prosperous growth 
IK^riod and a basis for fecleral interVehtibh. rdhgressperst)h St. 
(ierrnaih. chairperson of the House Banking Cbrhmjttee. recently 
intriKluced legislation tb this efft»ct in discussions of the prbpbsed 
Defense Industrial Base Revitalizatioh Act. 



hKSSONS FOR THE AMERieAN EJVIPbOYMENT 
AND TRAINING SYSTEM 

This chaptei' has provided only a highly selective review of the 
disibeated-worker activities of market-oriented industrialized nations 
outside the United States. Other nations besides the three examined 
here have their own initiatives, and ifiio three nations discussed offer 
prbgrarhs other than those discussed here (Wolfe 1979). Nevertheless, 
the three rh(xlels were selected because they are ambhg the most 
prov(K'ative for jx)licy discussions in the United States. 

Of the various insights suggested by the experiences of Sweden. 
Canada, and France, three are of particular interest and potential 
utility: 




• The exjHTiorices of all three nations sugsrest that it is a ffiistafce 
(o ('qyintv tiudvVinrr rvVrVii ni mj niid (iishJcdfffi trortci r 
nrmpUnprn^^ Canada correctly emphasizes placement arid job 
development o\er iraininjr for the dislocated: France correctly 
emphasizes training for the employed rather than the 
unemployed: and Sweden probably incorrectly overihvests in 
retraining the unemployed: 

• All three nations in various vtays ihemfiimsizt' thr uniquvfw^iii of 
fhf t yNploiOff^nt pwhieius of distmitvd ivorkerH ami tend to 
nddrfss thVm tit n nigh jafm^ niarkft ifuititutlons :i;t'rr^^ the latH)r 
fohr /r/or(w;r//(7Vj//f/. This is a differerit direction from that 
symbolized by Title III of the Job Trairiirig PartriersHip Act 
which defines dislocated workers as a distinct fMmi^latiori arid 
establishes a separate (and stigmalizing^) pro^raMi tl^em. 

• Kach of the three nations, in a different way, seeks to romfi/wf* 
goirrnmenh birslnvHs, and hfH)r msowrcf.s and roleic in 
addrexslyig the diaioeated nvrker problem, rather than devising a 
'yori rnrnent'onl^** apprtxich. 

the degree of similarity of sc)clal, cultural, and institutional 
backKrbiirids riiakes Cariadas program the most likely base for 
transferring a program idea relatively irilact to the United States. 
France follows somewhat distahtly iri secbrid place, arid Swederi follows 
very distantly in third place. Yet. at a rhore abstract level than the 
direct imitation of specific programs^ each of the nations has something 
to teach us. These three general therhes may capture some of those 
jesj?ons. 
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W. DIAZ 



tnlernMionul Expe^mences: 
ReuelBV Comments 



Marc Bendick's chapter Has provided Us with three exemplary 
systems for dealinf? with displac^ workers: those of Sweden. Canada, 
and France. 

The Sivedi^h "active tabor fHartcer model is a large, socialized, 
governmental system, dominated by organized labor, well funded, and 
prdvSrtirig a wide range of high<iuality services (inclad|ng^ 
relocation allowances, and wage subsidies) as well as ankersal 
eligibility. Services to dislocated workers are provided within the 
goverhmert s overall response to unemployment but involve special 
rhodificatiohs: 

• Intake services are moved into the plant. 

• In certain industries, wage assistance is provided while job 
seeking takes place. 

• Economic development efforts are made to recycle plants in 
shrinking industries to create jobs. 



ACKK0WLEbC^ME?4TS: i wish to tk«nk my colleague Gordon Berlin .who is 
responsible for emplpytnent and triiihirig: issues at Ford F<wndatK». fee 
thouK+its bh the displaced worker probiem issa« with me as i prepared this chapter. 
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Tho i'inrndiiui Sinn}>iniVr CoPisiiiltaiii^' Srrnrvs (MCSj provides fast 
relief iu cumniunilies in crisis: It cuirdinates and supplements local 
services to workers, act.s as a referral mechanism to other services^ and 
aiso provides direct placement services. Further, it has a Iwal economic 
development fiitktioh. As with the Swedish Labor Market Board, it also 
in\ol\e;N inufuiatory advance notice of imminent plant ciosimjfs. 



The Fn nrh ''()h1iifatloyt tn SjH fu^^ mandates employer 

investment in W()rker retraihih>? at the level of 1.1 percenl of the firms' 
total vva^^^e bill. Companies may conduct their own traihiroK. contribute 
to an Industrywide training insurance fund, contribute programs for 
unemployed |;>ersons in jroverhmeht training centers, or pay their share 
as a tax into r.he provernment treasury. Typically. mo5t use the first 
option and provide iheir own training. 

In its review of these systems, the chapter is provocative and 
interestihji^. but it only bejrihs to su^g^st the relevance of ihese 
exjKTiences for the United State?.. Two issues are largeiy unaddresst^d. 
The first is the i Vnuphyiltt vu^^^^^^^ \^^. Th'{^ displ&cc;^ Worker 

problem has several dimensit^jhs. It has a short-tor n\ and ldhj?-term 
dimension: For example, sen ices need to be r< . pbhsive durinjf a plant 
ciosinK. after the closing, and after the exhaustion of unemployment 
insurance benefits. btH:ause people have different heeds at these 
different stages. There is also a contextual element. For example, a 
plant clasihjr In Detroit may engender an emphasis on relocation, 
wherea.s one in Connecticut may lead to an emphasis on job search or 
traihihjr. Then, of course, individuals have diverse needs, and any 
program or ^K>licy m(R:hahism desijthed to meet the displaced worker 
problem should have the flexibility to respond to such diversity. In 
addition, employers, local >?overhmehts, uhibris. and programs all have 
different roles to play. 

Thr'Tefore. w hile the descriptions of policy approaches in other 
countries provided in Behdick's chapter are instructive and ihtriRuihg. 
it is difficult to offer a proR^^hosis for their effectiveness in the United 
Scaups without some better understandmif of the settings and heeds tx) 
which these mechanisms have been applied: As a start to help make 
that cohhection. it would have been helpful had the chapter included a 

description oT the existing array of servic^^s available to displaced 

wbrk^Ts in the United States, as well as more information on the issues 
and problems faced by this eourito^ and the others described. 

TBe second and related issue is the question of effect iiy^neHS, Though 
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VhiAr fruturcs urr dt»st rilu'd. ifu\eha[)ltT offers little indication ({)dssibly 
(hie lii lack of availahle tlatiiJ of How well thesl» forei^rh pi o^rrams work, 
either in terms of nvdkmii: successful placerrient^J or (in the cusi* of 
Francel preventihjr .vorRcr dislocation arid enhancing the skills of the 
work f()rce. 

In this regard. Bendick provides some 'Vautionary notes*' that are 
disqj.]ietinj?. In Sfrt ih n, the system has trouble reaching; the more 
difficult-to-serve workers: also, it has a tendency toward '*make-wurk" 
trainin>r, which may be imuK)rtant pGycholo^ically to the worker but 
(hssruisr the country's true unemployment situation. 

In f-^rarrn , a dispjroportioriate aitlbUht of mbriey jrbes to white-cbllar» 
proressibhal employees for management develbprrierit semiriars, or tb 
other activities thtt are esseritially employmerit perquisites for hiRher- 
level ernplbyees. Bendick sujrffests that if such a system were used in 
the L'niied Stalt>j^. this prbbterri could be overcome easily by reg-ulations 
for UirKCtinjc, but this is rnore easily said than dorie» given definitional 
problems regartlirig blue-collar versus white-coHar employment, and 
other enforcement ol)stacles. Unions may be more effective at policing 
the use of training, should the French system be adopted here. More 
generally; I was left wondering how much of the French system 
involves "g()ing through the motions** v\'ith little in the waybf 
sul)stanti\e results. 

Iri Beridick s discu.ssibri of the CqniuliaH system, there are rib 
cautibriary ribtes about possible prbblerris, which leaves rrie wbrideririg» 
once agairi» whether it is too gCKxl to be true. With that caveat, the 
Canadiari experience can be regarded as relevant and appealing— 
ap{)ealing b«»cause it guarante-'S a response to workers in some 
coordinated way: In contrast, the American system is rather catch-as- 
catch-can: At jeast in Canada^the MCS approach seems to guarantee 
that every worker is contacted about a\*ailable services. Moreover, it is 
a tremendous advantage to have an early warning notification 
requirement for plant closings, as in Canada and iJweden. which is 
what ought to be required in any humani? society, albrig with an MCS- 
like mechariisrm tb step iri quickly. 

Iri the Carioidiari mbdeK Bendick argues, job search arid job 
placement are tht critiical services for those dislcKrated iri comrriuriities 
in cri.ses. He may well be right. However, it would be worth knowing if 
arid fnow the Canadian system taps into the so-called hidden job market, 
and teovv successful tfrey are in doing so. 



211 



211 



EKLC 



It is aisb imiKirtant U) bear in mind in eohsiderihg' the applicabiaty 
of the Canadian mode! U> the United States; timtstructura} 
uhemplo>Tne?ht is a relative. caUrh-ail term and that it has a eye K till 
component, too. In effect, as th^ economy improves and employers move 
down the qoeue of the unemployed in their hiring, those who remain 
unemployed ^re most often the minority youths, female heads of 
households, and other lonK-tefm unemployed individuals tradi^^^^^^^^ 
served by our existing system of prbRrams. The services needed by 
these individuals may be different from those needed by the more 
employable in the displaced worker pool such as job placement. To ?he 
degree that the Canadian system has the flexibility to provide and 
coordinate a variety of services tailored to ihdividua? he^s^ahd does 
provide services from the least employable to the tnmi. it seems 
particularly appealing. 

Returning to the Swedish system, the differences in politic&l 
culture be^.ween a country like the Unit^ Stalfc^ which emphasizes the 
fole of pnvg:te rharketi; in the allocation of labor, and Sweden, whkft 

has a much more socialized schcrrie, make it difficult to see the 

relevarxce of their systerri to ours. It would interesting, however, to 
compare the two systems* availabJe ser\'ices to determine where there 
are gaps, where there are matches, and where increased Hnkages could 
help the Vhi^ States to develop a betttjr-articulated system o^ service. 
For example, the provision of intake services at the plant s^lte in the 
Swedish model is appealing, but enr^ployer receptivity to this notidrt js 
questionable in the United States and would also require an advance 
notification system, In addition^ thl^ Swedish idea of plant recyclihgjs 
intriguing Here may be a way to tie recycling to the American notion 
of enterprise zbrv^s. 

the French idea of a reU-aining account, which has b«n propose 
periodically in the United States, ought to be included in American 
policies, Hpwfsver. given the current tr^nd in fiscal policy toward t«x 
reduction and an unburdenjng of the private sector, it i^nts elear that 
an additional tax on industry or a requirement for trailing is ipohtically 
unlikely. Nevertheless, like the eanadian approach, the French 
approach is flexible and deKntrajized^an appeiUmg feature for the 
United SUtes, given the greater diversity of^heed and situation fa^:$ors_ 
Hfcely to be found here, therefore, one js tempted to suggest, a? Bendick 
do|& that this approach could be istroduc^ itwrementaliy*^ it has 
befc in eiliforhiau by substituting a tax for warkcrj^trainihg or 
adj^tment for sdrn^ part of the |»yr«ii tax for unemp5<^ment 
insurance. 6iven the pbliUcal mood of the country and fta economic 
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.sSttiation. iri aU likelihood some quid pro quo w6oW. stilS be required of 
workers iji s^r^^h a sysU^m. whereby one benefit would be reduced to pay 
for another. For example. k^nj?-term unemployment bwefits might bfe 
reduced as workers draw ort their accounts for training'. 



SOME FINAL THOUGHTS 

The issue of targeting particular prt^rams to particular classes in 
need, such as displaced workers;, versus* a ?j^neral approa^^ W labor 
force services, as bectirs in Sw^eS, as a d^^bat«! that arises in the United 
States concerning other program areas, ^lach income maintenance, 
where AicUo^Famij!^ wjth Depctndtf^t Children ( APDC^ for eximpte, 
differs frpni Sopplemental Seci^rityjr^eome ^^SI) for the disahSed and 
aged. In considering the applic^bijky oi ti|^ general approach, the 
question arises m whether the inslJt^i^^ tJiat have 

traditionally served the disadvantaged (e.g.. CETA) are the right o^es 
to meet tte^ needs d^f dispimjeU workers. It m^f be that commuhi^^ 
feased agencies are better eciuipped and Jhoujd c^nlintie to meet the 
heeds of the tracl'itbriailly tiisadvahtagwl, while the U.S. EmpIoymeBi 
Service and cbmrriunity colleges are best for aiding displaced ^rkcrs. 
In principle, vi:e ussiftliy draw away fr^m Itee i^a ol sj^tems segregated 
by c^ass. but pricti<:ad conslSeration most be given U^^ whether displ^sfjed 
or^jsadvantaged wOTkerg) ml] gain or lose by being served through th^ 
same agencies. 

Nothing was saB in the chapter sbetit relocation or tihe degnie to 
w-hichjt i& utilized in qthef foreign experiences, fwrticularly in Sweden 
and C^smda. It wou!^^ be helpfuj to know what ie^n^ coaM be learned 
from their experieno&s, if any. for rel^)c^ioi^ strategies in the United 
States. 

One aspect of thj?llispjaced worker problem may be more 
important and jp^rpiexing tbah many oth'^r a5|>ects of the issue. 
Uhajde's chapter refers to it wher^ it suggests that a signiHcani poni<^ 
of displaced Aorkers may hax-e to take S>bs that pay sighifieiiinUy less 
than their pre^'idus jobs. ,Eea?5omisu refer to tfeis as a r^rvatibn or 
premiiirn wage problem, but H may be beUer cftaractenzedj^ a 
stibsi£t^2W?e or <j;jaHty-6f-!ife wage problem. Whether it ta po^tble 
eventually ^ mtc?^ previous ^ge ie%^]s in real terms, in^ ividaalty or 
socieully. is a eompHt^ted question. But ^e probiem of lowe^ wages 

th« displaced in their new employment is likeiy to create a great 
ri^! of p^hoS^^l social, and economic hardship. It would be useful 
to know if or how this problem iz hamMed in pnigranis eliewh^re. 
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Tfo uUinuU^ ahNWvr U) the dis|)jactKi worker probSem probably lies 
in macro^^lutimi?; iliat looson tit^Hl muhi^tary fwlicil % reduce high 
interest ratios, and deHau^ an overvalued dollar so that our rocxIs can be 
comtHnitiveiy priced In the international marketplace. This ako means 
that employers %vill have to become better managers and workers more 
pnklUctive to meet the ehallenj^e of ihternatibhal cbm{)etitioh^ 

In the meiurime. Bendick's chapter does an excellen^t job of 
encouraRihj? Us to learn more about different forejgn approaches to the 
problems of displacement we face today. Unfortunat^jy, the chapter 
does not provide ehpUj^h of a map to lead us beyond the current array of 
diverse, unrelated A nuTicah policy responses toward the better- 
articulated responses of the French. Swedes, and Canadians; Bendick 
dot»s provide several important potential additions to the portfolio of 
services, such as mandated early warning services bri the plant 
premises, a s|H»cial flexible response team |MCS). and a job retraiiiihR: 
account. The difficult tasks remain to determine hbw these can be Used 
within the Ameriean system, and somehow to affect a better linkage of 
services. 
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Using Vnemploym Insurance 
Bata le PreMel Seenemie 
Hardship from Displaeemenl 



INTRODUCTION 

The urgency of i evelopm^^pracUcaljtpproacfi for predicting 

economic hardship resultinfi: from empjoyTnent dislocation stems from 
requirements in Title III of the Job Training Partnership Act (JTPA) 
of 1982. which place substantial eligibility determination and service 
selection respbrisibilities on the individual states. This chapter examines " 
the use of rbutirieiy available administrative data cbUected by state 
emplbymeht security agencies (SESAs) for yriemplbyinent Insurance 
(UI) management purposes in order to predict ecbribmic hardship 
resulting from erripldyrheht displacement. 

The chapter is organized m ffiree parte. Firet, cdnceptual issues are 
explored, focusing on a practical drfinitiqn of displacement that^c^ be 
adopted for administrative purposes. This is followed by an overview of 
results achieved in using tJI administrative data to estimate models of 
economic hardship. Finally, conclusions about the usefulness of UI 
administrative data for thisjpurppse are stated, and recommendations 
for policy applicatibhs are bffered. AlthbUgh the chapter addresses 
information heeds, it does not attempt to bffer new insights alx>ut hbw 
to arheliorata ecohdmic hardship once it has been reliably predicted to 
result from ermplbymerit displacement. 
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concp:ptual issues in defining 
worker displacement 



Asses;s!h^ the actual and potential respbrisivehes-s of educalibri and 
training institutions to the needs of displaced workers asumes prior 
identification of those who have been disp3laced. So, tod. does . 
determining what kL»ds of informaUon and options are heeded to 
ameUdrate the hardships of employment displacement. - 

This section of the chapter demonstrates how eomplex this 

identificatibh step is. both with respect to its consequences for 

subsequent selection of jhterventidn approaches and because predicted 
hardship is so elusive. The goal is to offer a thorough, yet practkal, 
guide to questions that must be addresed to ensure an efficient and 
equitable use of resources that are to be devoted to alleviating the 
untoward consequences of employment displacement 

First, a few observations are made about the uhevehness of 
economic activity, in both cress-sectional and time-series manifestation^, 
this is followed by brief reference to different rfieories about 1^^ 
market institutions and human behavior, because the (explicit or 
implicit) choice of thedr>' predetermines the range of intervention 
options to be considered. Third, some of the practical difficulties 
encountered in attempting to state a simple criterion for economic 
hardship are explored. And fihally. conclUsibns are stated about the 
immediate applicability of these definitional issues fbr guiding 
administrative actions. 



The Unevenne^ of Economic Events 

There is no need to review here the historical record of recurring 
seasonal and cyclical fluctuations i^j economic actmty^ Nor is it 

necessary- to jbm the debate atout the severity of structural 

transforrhatibris. which continually recast the structural features of the 
nation s economy. What is nbt as well knbvvn is the quite extraordinary 
extent of simultanebus births and deaths bf enterprises when considered 
at the most detailed levels bf gebgraphic and industrial classification. 
Subsequent sections of the chapter show that simultariebUs births and 
deaths of empioying orgahizatibhs raise irhpbrtaht questions about the 
employee consequences of this characteristic bf labor market fib ws. The 
guiding question of that inquiry must be: What criteria should te 
introduced to define a sufficient degree of mismatch between the 
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•*qualific-atiuns" (»f those v/hose jofe have been eliminated and the 
requirements that are imposed by the newly established unit, so that a 
reiiable prediction of economic hardship resulting frdrri the 
displacement is possible? 

Presumably, two characteristics of job eiiniination must.be 

considered as a basis for external intervention (at least, for JTPA Title 
HI puriK)sesj: 

• Concentration of this occurrence 

Unfortunately, those two concepts introduce additional _ 
complexities. According to w'hom should the "permanence of job 
elimihatibh" iye defined— the employing establishment, or the 
incumbent who has been terminated? In addition, to what should 
^concentration of the cxrcurrence" be applied— geographic 1(k 
industrial affiliatibh. or bccupatjonal classification? In other w 
amon^' the important issues that must be resolved to define eligibility 
priorities are the following: 

• How df^s plant closure differ from less extreme reductions in 
force, from the perspective of individual terminated employee 
distress? 

• How may {permanent job elimination be distinguished from 
piTitxlic adjustments made on the bas[s of seasonal cyclical, or 
market-sj)ecific fluctuations in enterprise fortunes? 

• What roulihely identifiable attributes of the concentration of job 
elimination should be defined? 

• What cross-sectional factors should be considered in evaluating 
the severity of job elirhinatibh? 

• What tirne-series forces should be cbrisidereJ in assessing; the 
individual hardship that is predicted tc accompany permuinent 
job elimination? 
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Conceptual Differences in Predicting: Hardship 

Presumably. concentrated_,_permarierii job elirriinatibh warrants 
externa! ihter\entibn on the affect^nd incumbents' behalf because their 
probability of reiurnihg: to pnxiuctive activity without such assistance 
js jud^t^i to fall belb;v a socially tolerable threshold. Bm why is this 
belief held? 

One explanation stresses the terminated workers' deficiencies. They 
live in the wrojig; pjace (i:e., where limited economic opportunity is 
found): They embody skills that are obsolete or that offer little basis for 
transfurmation into vjai)le skiHs. they exhibit insufficient educational 
qualifications to pursue a routine path to prcRlUctive renewal. Or they 
express an unwillin«:ness to adjust theirjjroductive 
activity/com pensatibri requirements sufficier.ily to be absorbed into a 
new employment setting. Here, emploj-ers ire held blameless; the 
victims of di.splact?meht have simply been uhlockj': Indeed, they are 
frequently charjr*^i with having contributed to their own predicament, 
through collective actions that rendered their former employers 
noncompetitive. 

A ver\- different explanation focuses on employer actions and 

inaction as the ' rimary' (if not sole) deterniinants of widespread 
displacement In effect, ernplbS^ers fail to foresee the tirhihg and sources 
of competitive pressure that have arisen both at home and abroad. They 
make decisions about the location and corn position of production that 
give insufficient cbrisideratibh to work force potential. Capital 
investment and location incentive are offered to firms without due 
regard to the hu/nah consequences of these acdohs. Too little attention 
is paid to formal and informal barrjers to reemploymenu As a result, it 
is charged, there is an unfajr shifting of the burden of management's 
failure.^ onto vulnerable workers: 

Uncritical ac ceptance of either of these extreme characterizations 
of who i.s to blame sets in mdtibn mutually exclusive scenarios of 
ameliorative actions, (this point is addressed again in the concluding 
s*»ctibn.) Regardless bf which explahatbry approach appeals to the 
reader, however, twb questions must be answered: 

• Who i.s to be defmed as an actual (or potential) victim of 
concentrated permanent job elimination? 

• What re?nedial proriise is foreseen for these unfortunate 
casualties of economic events? 
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Are all individuals iri ah isolated '^depressed" cbmrriuhity exposed to 
equal hardship because of the eliriiihatibri of their jobs? No. Are all 
ijicumb^hts in a_ declining ihdustr>' equally vulnerable to job loss? 
Ob\ !Gusly hot. For the^ who do hot have internal transfer rights, is a 
comparable competitive opportunity foreseen? It is unlikely: In the face 
of unaccepta!) reemployment pr(Kpects without pubiic-sector 
intervention, i remedial promise uniform across substate locations? No. 

What must be achieved, then, is a practical v^-ay to separate the 
deserving from the Undeserving. What evidence arises when more than 
one person's job is eU.Tiihated at the same time ahd in the same place 
^hai signals greater ir iividUal vulherabiljty? How lan?e must the 
effect^s oe to warrant external attehtibh? How precisely, are the terms 
"same time" and "same place" to be defined? 

The human capital approach emphasizes differences in individual 
adaptability to production requirement: critics of this approach fcpcus 
on historical contradictions to this alleged "inflexibility" story. Much of 
the continuing debate between the alternative points of view is based on 
atrjbiguities about causal relationships among economic and social 
forces. In practical terms, three questions must be answered: 

• What r(;« people do (i.e.. u hat is the range of objective 
potehtiaU? 

• What irill people do (i.e., what are the worker-impoied limits oh 
what can be done that narrow the relevant range of 
alternatives)? 

• What 'Shouid people be expected to do (i.e.. what range of 
alternatives is deemed appropriate by a third-party observer)? 

The answer to the first question— w hat can people do — is subject to 
change over tirrie. and is also likely to be affected by the nature of the 
specific production setting at any given point in time. Sirriilarly. what 
f)ebple vv ill do depends at least in pai*^. u^h their awareness of 
alternatives, both how and in the future. Finally, third-party judgrhehts 
about u hat a person should be v^'illmg to do may fall wMthih a narrower 
or wider range of options than the full band of **acceptable" alternatives 
encompassed in wha^ah indiv;idual This means tfia^ third-party 

observers may be either too protective or may consider the person^ 
unworthy of assistance; It is important to recognize that third-party 
"protectiveness" may limit an individuals successful adaptation, if the 
individual has a "better * underr.tanding of future prospects. 
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Il should be appiirent by noU' that decisions afckhJt the 
estabHshment of i-!!>::bility criteria for displaced worker status are 
influenced by the decision makers' opinions about the causes amn 
conse<|Ucnces of ^>errrlanent job elimination: 

The Etigii iiity belermination Decision 

Three criteria for esiKibility deiormihation have been staled in the 
preceding section: 

• ('^mct*niratk>n of the redaction in force 

• Permanence of thi> reduction 

• Job fliminatibri 

Praciical problems that are likely to be encountered in applying 
these criteria in routine administrative procedures are explored in the 
folluwinjj subr>^*ction>, 

Cdncentration 

There are ai least four imfjortaht criteria for defininj? 
concentration: 

• RejKirtinjr tax unit, firm, esublishment within a 

multiestablishmeht enterprise, product line, or the like. 

• (k^oRraphic boundaries (e.jr,, political jursidictions. "labor 
market area." and so Torthj 

• Timing (i.e:. "one-shot" versus "phased" reductions in force) 

• Occupational comjKjsition 

These are obviously not mutually exclusive criteria for det^rmininfc 
the relative amoUht of hardship associated with job 1^. Since relative 
hard.ship is primarily associaUnl with reemployment pr^^pects. it is in 
the context of likelihood of n^mployment that each of the criteria must 
be considered. 
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How un* nei't^ssun data reported, and how does this reporting unit 
corresjHjnd la relative reemplaynient prospects? What is imfwrtant is 
whether the data perriiit separation of iho^i: who do f; ive relatively 
iro«xJ prbs|>ecLs from those who do not Within an orgu ation, the key 
issue is tran^fer_ri^^hts. Existing data do not aliow a ro-utine 
dfterhu nation of thtr reemploy meht prdbabihty ass^jciated with repbrtti^d 
fluctuations in orj^anizatibhal t'mplb5'rhenL 

Imnii>h;!ity and kx'al absorption capacity are the major facibrs that 
rra-:e gt^oj^raphic concentration an important identification cnteribh, 
T: i^reneral uni^vennes^ of enierprise fortunes inlroduces a special 

ly to interpretations of geographic concentrations of reductions 
in i It 'S fKissible und in many cases likely) that the termjnees 
ffoi:. one organization will be absorbed by another local enterprise; 
(]fhcralizatibn is difficuk at this point. "Interna! labor market" 
ch:iructeristics that bar lateral rtidbility between organizations, even 
whfn ihV' re<jin>ite skills are prese,)t, corr.e into play. 

How (iiK-s a phased reductibh in force differ from a one-shot 
mluction * In terms of the ultimate numl)er of pbsitibns affected, tnefe 
Is no difference, if the plan is tarried out without rhbdificatioh (which is 
frequently not the casc*h W'hat is likely to differ is the sequence of 
termination and the associa5it*d hardship that may_ be expected as a 
con>equenre. P^mp^oyees who remain "to the bitter end" of a phased 
rtHluctibn may be classified into two quite different groups. 6n the one 
hand an- lha>e who have not yet found an acceptable alternative: But 
alx) ihcludiHi are those incumbents who have been consideri*d so 
inijH)rtaht to the brgahizatibh's production that they have been enticed 
to >tay until closure. 

The practical problem, in ill bf these cases, is How and hen 'j> 
identify a subgroi;p of termin.*es as worthy bf assistance. The scw^her 
terminc^es art* identified, the more likely it is that the group will 
include individuals who do not heed assistance to reestablish 
themselves. However. If Intervention is delayed to improve th*^ U,rgei 
efficiency of the Identification process (i.e.. ihciudmg only tho.^e who ai* 
deserving of atU»ntion). timely responsiveness to individual haSlship 
will l>e compromi:^- One important task. then, is to determine whether 

cbrrelaU»s of ultimate hardship can be identified early in the 

uhemplbymeht jH-riod by using only routinely available administrative 
data. The next section addresses this issue. 

jiistoricai fk-cupatibhal attachments describe only what a person 
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has done, rvoi necessarily what the i^ersdri can do. Obviously, what an 
individual has done is irripbrtaht informauph fdri)rospe^ employers 
about the range of positions for which the individual may be 
considered, but it is not the only sigr.aL What is imiwrtant. from a 
reemployment pr^pects^stend point, is the trahsferabilit>' of embodied 
skills. Again, it is im^rtant to remember that internal labor market 
features may effectively bar application of skills previousl^practiced. 
That is why naive exercises in occupational supply 8md deniand_ 
matching may be quite misleading; that is, displaced workers may 
know how to perform one or more tasks for which ^b openings exist, 
but mav' not qualify for hiring because of internal rules about 
promotion rights and limitations oh external "ports of entf>'." 

The concentration issue may be suthmarized by simply rioting the 
extraordinao' complexity of circumstances that may be ai^bciated with 
permanent job elimination. 

Permanence 



three irrijwrtarit aspects of the permanence of layoff are as follow: 



• The level of reductibri 

• The composition of the reductibri 

• The individuals affected 

Permanence of the ietsf i of a reduction in force is inextricably, 
linked to the choice of a unit of analysis, ;k p?evioudy d^ribed; The 

perriiarierit eliminatidri of a produet line within a conglomerate 

brgariiratibri may be accompanied by totsl atsorption of ail terminated 
emplbyees withiri other liriits of the enterprise. Similarly, permanent 
plarit closure in a given geographic area nnay be accomfanied by total 
absorption in bther eriterprises withiri the same regidri< What should be 
added is an explicit recbgnitibh that reerriploymerit piwpects---and 
therefore the propriety of ihterveriirig bri ari irKlividuars behalf^ 
require a careful distinction between eroploymerit level pulsatibris (i.e., 
alternating decreases and increases in the level of employmen*) and 
••permanent" declines: 

f^ermanonce of the componih'xm of a reduction in force is^impoftaht, 
frbrri the standpoint of reemployment prospects, because elimination of 
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a proiluct hnv may render a long list of occupational skills obsolete; 
even if the eliminated jobs are balanced by position jr^^owtii; 

Permanence of /'?irfn\tif/a/ severance is important because an 
employment pulsation may not affect a particular terminee s 
reemployment pro-pect^. c \cept. perhaps, in the indirect sen^ (i.e.''. if 
other people are hired i-e terminee faces less cdmj^etitidn for jobs 
elsevvhere). 



Job Elimihatidn Consequences 

Thert- are three major cate^^orit-s into which job eliminauon issues 
should be frrouped for eligibility determination par;)o>es: 

• fYtiductivity consequences 

• Com{K»nsation const-quences 

• Rt't^'rriployment opjicrtiinlu consequences 

The productivity ntiiM tpu rins may be further s^^parated into four 
inijKirtant subgroups: 

• Job- or firm-specific human capital loss 

• Mu:ivationaI deterioration 

• "Team" pro<iuctivity interruption 

• Educational obsolescence vis-a-vis renewal of human capital 

Together, these aspects of prdductivity effects, which may be 
expect£»d to accompany permanent job elimination, offer important 
insights about the reemployment prospects of displaced worker^: (Tfiey 
also i)ermit inferences to be drawn about the remedial promise that 
exists in s;)ecific circumstances— an issue discussed in the concluding 
section:) 

The r<)nry>i')u<(jilon consequences of permanent job eiiminatidn may 
also l)e separated into four categories: 

• FutUcLVwage/rioriwage opportunities 
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• VestIrR of pension rights 

• Uhempldymeht ccmpehsatidri and other transfer paStnerit 
elijribility 

Rti m}4ognHrtt opportuuitg is treated as a separate sul>calegor\- to 
perrnit distinctions to be drawn among the following situations: 

• Actual productivity lisss— 

- temporaT>*» but re^^ersibie 

- j>ermarierit 

• Illusory "productivity" Ic^— 

- racial, sex, age (elcj discrimination 

- internal labor market barriers to entry^ 

All of these concepts focus attention on the key issue of what 
rdutinely_a\'ailable identifiers may be reliably^ used to predict which 
victims of displacement will have the greatest difficulty reestablishing 
themselves in productive emplbymeriL 



Voicing executive or legislative concern for displaced workers is 
easy. Designing an equitable and efficient w^ay to r^sp<>nd to this 
expres;sion of concern is difficult The purpt^e of this conceptual 
exploration has been to sensitize the reader to the complexities 
encountered in spelling out a practical administrative procedure to 
identify and serve only deserving persons. 

First,_it is necessary: to decide what eligibility criteria are to be 
adopted. Signals that offi r reliable evidence of permanence of job 
separation must be identified if displacement is to be interpreted as 

synonymous with fjermaheht job elirhinfitioh. 

Second, having defined the universe of eligibles, it \% necessary to 



Summary of Conceptual Issues 
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create priohlies for allc^Rratin*!: limited Evsilable funds. Here, it is 
[mportant to recognize that differences of opinion exist abcnit what 
-matters" in determining individual re^itiplbymerit prospects. Ttese 
differences of opinion influence recbmmemied iriterveritibh straie^^ 
for tub reasons: (1) because the raii^e of emplbymeht bppbrtuhiti^ is 
viewed differently and 12} because individual ihcehtivf^ to take 
advantage of particular oppbrtuhities are subject to dispute. 

The next s^tion shows that available data fall far short of what is 
desired for exploring these issues: 



ESTIMATING THE IMPACTS OF WORKER DISPLACEMENT 



Measure^i of Ecdhdrtiic Hardship 

Three indices bf economic hardship are exarhiMd in this section. 
All three of these measures are indirect prbxii^ for economic distres>.. 
The first measure is postdisplacemeht earning and provides an index 
of absolute purhasing power (independent of other sourc^^ of income 
and in-kind benefits), without regard to previous earnings flow profile^. 
The second measure of hardship is the proportion of UI benefits 
eligibility that is actuajly u^ (i.e., the "utilizatidn rate*). (DbvibUsly, 
this index represents the net influence of multiple forces, so that a high 
utilizatibn rate is hbt an uhambifOJOus index of difficulty in finding a 
hew jbb. Finally, a third measure cjf ecbhbmic distress, which is ci<»ely 
related tb the utilizatibn rate, is the duratibh of cbrapehsated 
unemployment (i.e.. the number bf weeks of uhemplbymeht during 
which CI benefits have been drawn). 

Each of the measures that has been chosen for exauijnation^is 
available as a byproduct of the routine administrative reporting 
practices required by many state employment security agencies 
(SESAs). although these use not necessarily the only (or even the best) 
possible indices of ^onomic hardship. 



A Model bf Pocitdisplacemehl Earnings 

The following model bf jxteitdisplacerheht earnings has been 
specified: 
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PDE = a + b(D| dPRE) + + e<I) 



where. PDE = pbsiidisplacement earninjgr^ 
__D = a measure of displacement; 
PRE = piredisplacement earnings; 

C = economic 2Lhd personal characteristics; ^nd 
I - work-incentive factors. 

Iti other w-ords, post-unemployment earning^ are specified to be a 
linear function of the permanence of elirhihatibn, pretermiriatlbh 
es^rnings, local economic forces, personal characterB^ and •'push" 

tg<j with a to resew an earnings flow. 

Here, displacement is indirectly measured by two variables: 

• Exhaustion of UI benefits eligibility 

• Dech'hihg empl(^-meht in the cUimant's previous irdustry 
2tffitiatioh 

The personal characteristics utilized ane age, education, sex. and 
ethnicity. The indices of work Incentive used are (I) presence of a 
working spouse and (2) the UI benefit amount as a proportibh of 
previous earnings (i.e., the replacement ratio). 



A Model of the UI Benefit EligibUity UtiliMtion Rate 

This second measure of ecphbmic hardship is specified to be a 
function of the same vectors of causal forces, except that exhaustion of 
UI benefits is dropped from the displacement vector because of 
definitional coUlnearlty w ith the hew dependent v-ariable. 



A Model of Comperosated Weelca of Unemployiheht 

This third measure of ecwtomic hardship [s specified to be a 
function of the same basic forces. Here, ^ough. in add^^^ 
definitibhal collinearity between the dependent variable and exhaustion 
of UI benefits eligibility, there is a need to control for the maxl^mum 
eligibility period, which is hot constant acn»s claimants. This control is 
accomplished by adding ah individual-specific measure of maximum UI 
benefits eligibility. 
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It is imjKirtant to understand the distinction among compensated 
weeks of Unernployment. the total uninterrupted duration of a gi^en 
unemployrherit spell, and the d^mbined diiratidn of ritrltiple spalls of 
unemJ)IbyrnehLpbser\'ed during a specified period (^:.^ a claimant's 
l^ehefit yearl. This chapter investigates the cbmpensated dtiratibn 
question, which may equal Jbijt cannot exceed) the other measures 
iljjnoring the "waiting week'' issaej. 

the Data Source Utilized to Estimate These Three Models 

Continuous Wage and Benefit History (CWBH) data for calendar 
years 1979 (in Missouri) and 1980 (in Nevada) were complemented by 
ihfdrmatiori lirawn from the states' ES-202 reports in order to calculate 
twcRligit SIC industry' emplbjTnent changes during the respective 
reference periods Oidy claimants who established a new benefit year 
ti ering the one-year reference pericd were selected. A SOpercehi 
random sample of GWBH master claimant records was chosen. These 
records were then merged with qaarterl> cbvefed-earhihgs information 
tfar these claimants for the period 1977 through j982Uh Missouri) and 
1978 through 1982 (in Nevada): Average quarterly pre- and post- 
l>enefit-year earnings calculations were derived. 

the resulting sample sizes were 2.7^ (Missouri) and 3.466 
( Nevadai- these sample sizes permitted separate estimates to be 
derived for both of Nevada's SMSAs (Las Vegas and Reno) and for two 
of Missouri's six SMSAs (Kansas City and St Louis), as well as for the 
bs!?thce^fstate for both Missouri and Nevada. {This balance-of^state 
(ROSj for Missouri is hot s>-hohymous with the CETA BOS 
jurisdiction:) 

ReMjlU 

Using ordihar>' least squares (OLS) regression techniques, the 
. foliowing estimates were derived (see table 15-1): 



# UI benefits exhaustees froni^i two^[git SJ€ previous affiliation 
that exhibited no general employment decline in the geographic 

jurisdiction of interest earned between $300 and $466 per 

quarter less, during the reference period following the pertinent 
benefit y-ear. than did a compariasn group of nonexhaustees 
with similar previous industrial affiliations. 
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TABLE 15-1 



ajMMARY OF SIGNIFICANT VARIABtES IMPOSTWAGE EQUATION 
(EXCLUDING INDUSTRY VARIABLES) 



STATEWIDE SMSA'S 



VAff.lABLE 


NEVADA 


MISSOURI 


; LAS VEGAS RENO 


ST. LOU IS 


KSCITY 


PREWAGE 


.74 


.72 


.82 .45 


.78 


,66 


EXH NO DE 




^14 


; ^58 NS 


-627 


^38 


EXH SU DE 


761 


•768 


. __NS -709 


•1084 


•548 


EXH LG DE 


-706 


-1833 


• -1271 . "854 


•2269 


-707 


NONEXSV 


233 


NS 


NS NS 


NS 


NS 


NONEX LG 


NS 


564 


-793 NS 


-1072 


NS"" 


WG RPLC 


3 


NS 


NS • 5 


NS 


NS 


SEX 


117 


165 


; NS 255 


253 


NS 


ETHNIC 


NS 


NS 


NS h422 


NS 


-302 


AGE 2S^ 


NS 


NS 


NS NS 


NS 


NS 


AGE 45 54 


NS 


JlS 


NS NS 


i4S 


NS 


Act 55^7 


NS 


291 


NS NS 


^72 


NS 


SPOUSE-Wk 




150 




NS 


304 


EDUC COL 




194 




HS 


NS 


EduC3EG 




826 _ 




1124 


■ NS 


ADJ R SOR 


.38 


.43 


.43 ie 


43 


:56 


PEP MEAN 


X2718 


$2^1 


. $2^25 $2,515 


$2,400 


$2,422 



VARIABLE BOS NEVADA 80$ MISSOURI 



P^EWAGE 


.56 




SEX 


365 


NS 


EXH NO DECL 


NS 


551 


EXHSM DECL 


NS 


-620 


EXH LG DECL 


NS 


NS 


WG RPLCMT 


NS 


-4,63 


ETHNIC 


NS 


294 


EDUCCOL 




369 


EDUCDEG 




NS 


SPOUSE WK 




NS 


AO^ R SOR 


.30 


_ .37 


DEPMEAN 


$2,544 


$1,871 



NbTE: Sf^nifiCAnt ttyel for |rK:i_utioh_is .10. NS VridkiXMs nox %iqn\Uc±nx._ 

of Stitt (riofl SMSA): A - indicatit virifibl« not iviit«blt in tnit tute or arM, 



• UI benefits exhaustees from two-digit SICs that experienced 
less than a 5 percent decline In employment during the 
reference period reported covered earnings of between $500 and 
$1,900 per quarter less than comparison group members. 

• UI benefits exhausteesfrom a two-digit SIC that exhibited a 5 
percent or greater decline in employment, received quarterly 
wages of between $1,700 and $2,200 less than ebmparisbn group 
claimants. 

UI be nef its exhaustion and two-digit SIC employment de^^^^^ 
both important .predictors of differential earnings flows during the 
quarters immediately following the reference benefit year. An 
ihteractibh variable, which is iriterided to represent the additional 
influence of the cbrnbihed presence of these two forces, improves the 
estimates derived and is statistically significant. 

the administrative importance of these Estimates is that declining 
employment trends at the local two-djgit SIC level of detail are 
detectible within six months of the time that quarterly repmrts^a^^^^ ^ 
submitted in compliance with a state's UI statute. Howeven exfiaustioh 
of UI benefits eligibility occurs later than one may want to wait to 

intervene oh ah individual claimant's behalf It is important to 

determJhe. then, whether exhaustipn of UI benefits eligibility itself can 
be predicted with sufficient reliability for earHer ihterventjon to be 
exercised. (An attempt to model the probability pf UI benefits 
exnaustion is reported in a later subsection of this chapter.) 

the results suggest that knowing the dynamics of industry 
employment dech'ne at the local level, using routinely available 
administrative data, does offer valuable insigfite about UI claimants* 
subsequent earnings prospecte. However, caution is urged, because 
mixed results are obtained when the same model Is estimated for each 
of the eight siibstate areas mentioned earlier (i-e-, the stability of Se 
estimates is uneven across substate areas). 

Among the most ihtirestihg differences among the coefficient 
estimates for the four SMSAs (i.e.. Las Vegas, Rend. Kansas City, and 
St Louis) are the following: 

• the average prebenefit year earnings cbefficieht ranges from s. 
high value of 0.82 for Ljb Ve^s to^ low value of G.45 for Ke»o, 
Apparently, the discontinuity in earnings opportunity was mucK 
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more severe in Reno, as the 8h\a_erTiplby_rTierit growth exhibited 
in Re^o over the study peri(M' (1979-1980) was lower than that 
for any other area included \u tfie analysis. 

• The interaction of Ui benefits exfiaustibh^nd industry 
ertiploynient decline produced mixed estimates for the four 
SMSAs. All significant coefficients (seven out of tW7elve) exhibit 
a negative sign, as expected. However, only the St Louis 
estimates conform to a mdndtonic and significant decline in 
pbst-benefit^ear earnings associated with the more severe 
indices of displacement. 

it is concluded that exhaustion of UI benefits eligibility, combined 
with prior affiliation with a declining industry, offers a reliable signal 
of relative earnings deficiency thereafter. 

There has been less success in achieving reliabje estimates of 

important correlates of variations in compensated duration of 

uhemplbymeht. or of variation in the UI benefite entitlement utilization 
rate. This suggests that it is easier when using available administrative 
data, to jjredict post-berief it-year earnings level variations than it is to 
acount for the length of time it takes to become reemployed. Given the 
disappointing results achieved in tiyihg to model the dSmpensated 
duration and benefits utilization rate issues, it is necessary to draw 
back to a less ambitious attempt and merely predict who the ^ 
individuals are who are likely to exhaust their UI benefits ehtitlemeht, 
again using available administrative i^nforrhation to make the 
predictions. The results of this effort are briefly described in the next 
subs^'ctibh. 

A Model of UI Benefits Exhaustion Probability 

The model of Ui benefits exhaustion probability, which has been 
estimated using three different statistical techniques, includes three 
demographic characteristics (i,e., sex, ethnicity, arid age), three UI 
program measures (i e., maximum benefit duratibri, weeks of beriefit 
ent^tlemerjt left, and the wa^ replaeemeht ratio), ahd three labor 
ma'ke?. features (i.e., average pre v]oos earnings, prior iridustiy 
affiHation, and the industry decline measure mehtiohed earlier). 

Sirice the dependent variable in Sis analysis is dichbtbr^^^^^ 
claimarit either exhausts or does not exhaust eligibility -special 
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Using the CWBH data source, supplemented by other available 
informatioru a consistent and important relationship is demonstrated 
between industry decline arid UI benefits exhaustipri. on the one luttnd, 
and subsequent earnings level, on the other hand. IgrioririR. for a 
moment, what happens dunng a spell of uriemploymehL it is possible to 
draw upon available information to identify useful predictors of 
selected measures of economic distress. 

the results, to date, do not support one theory of labor Smrket 

forces over another model. The empirical proxy for concentrated 

jKjrmarierit job elimination is relatively weak. Almost nothing is known 
about the bbsblescerice of embodied human capital that may accompany 
th^ loss of a job. Little more is known about dccupatidnaj transitions, 
which may offer irisights about the "attachment" cbnceptn discussed 
earlier, from both supply- arid demand-side perspectives. However, 
routinely available administrative dati do offer a lan^ely Untapped 
sourw of potential Insight about important labor market dynamics. 
Suggestions^ for future action In this regard are offered in the 
concluding section. 

RECOMMENDATIONS 

This chapter has offered an extended discussion of practical 
definitidria! issuesJhat must be confronted in carrying out the 
requirements of JTPA Title III. It has also reported the results of 
statistical inquiries uridertakeri in an attempt to identify reliable 
predictors of economic hardship resulting frbrii prior displacement. As 
stated at the outeet, the purpose has riot been ariieUbratibri; the 
recommendations therefore focus dri iriformatibri develdpriierit riiatters 
only. 

First, it is clear that the search for uniformitjes in the 
circurristarwces, characteristics, and behavior of unemployed peop'^ has 
produced rather liniited results, to date, in terms of predictmg^ 
exhaustibri bf benefits or duration of unemployment. An important 
cdrisequerice bf this meager Understanding that the promotion of 
target efficiericy (i.e.^ serving mty those who are deserving) is also 
drastically weakeried. Jt is racbmmerided. therefore that model 
specification precede data cbllectibh in selected future efforts, which 
should enhance the prc^pects for ideritifyirig reliable predictors of 
economic hardship. 
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A riioro exU»hs_ivo and coordinated effort shbuld be made to develop 
state and local staff expertise in utiliziriK available administrative data 
sources to furtfier management objectives. At the same time Uiat 
duplication of effort fias become a major concern because of the 
decentralized structure of the JTPA system, it is apparent that sins of 
omission occur in the form of failun ■ to utiHze readily available 
resources effectively. The analyses reported in this chapter have 
demonstrated the usefulness of these administrative data in identifying 
potential participants for displaced worker training programs. 

Substantially greater attention should be given to the varied 
circumstances of those who will riot return to their forrrier jobs. The 
discussion earlier in this chapter clarified the complexities of ferretirig 
out those who need help. It js important to remember, in this regard, 
that local remedia[ promise is not independent of the causal forces that 
led to the displacement event in the first place: 

Advantage should be taken of administrative dJita sources to tr^Ge 
the mobility paths followed by graduates of designated training 
activities (i.e., public-secondary, and postsecondarj'. proprietary, and 
ori-thejob). These mobility paths should include geographic and 
industrial mbyeriieht. as well as earnings profiles. Not all states are in a 
position to undertake this type of arialysis, but eribugh are U> make the 
recommendation of national im|X)rtarice. Irideed, successful use of the 
available data for such purjposes could enhance the prc^pect of securirig 
comparable data for other states. 
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The Economic Impact of the 
Dowwrtver Community Conference 
Economic Readjustment Activity 
Pfogram: Choosing between 
Retraining and Job Search 
Placement Strategies 

INTRbbUCtldN: RECENT EMPLOYMENT POLICY AND THE 
PROBLEM OF DISPLACED WORKERS 



An especially visible arid serious cpitipbrierit of the Uriempldyrtlent 
problem in the United States is that of displaced workers, individuals 
who have been unemployed due to structural charige& iri the ecoriorriy. 
These changes shift the long-term demand for workers with particuilar 
skills or alter the overall demand for labor services iri specific 
geographic areas. In either case^ the transition to new employriieri^ may 
be costly in terms of lost earnings and may require retraining in new 
skills or iv^ucation to a different labor market or industry. 

It is difficult to pinpoint the size of the displaced worker problems 
iri the Urii ted States. A Congressional Budget Office (1982) study 
estimates that there were between 100,000 and 2.1 million displaced 
workers iri the ecoriorriy as of January 1983, depending upon the 
defiriitibri used.* This iriiplies that between 1 percent arid 20 percent of 
all the uri^employed are displaced workers. Although these figures 
partly reflect the curreritly high cycUcal urieriiployriierit, most obser\'ers 
agree* that there is a prbblerriLbf displaced workers that will j>ersist 
after the econornic recoveo^. They point to two secular changes iri the 
structure of the U.S. economy: the growing iriterteperidehee of our 
economy with that of the rest of the world and the mbderriizatibri of 
many older indu stries via labor-saving technology. 

•Sw table 2 in Congressional Budget Office (1982); 
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Tho cohUTpfeo of fedefjel policy to alleviate Idrijf-terni 
Unemiilpymcnt is Title III cf the Job Training Partnership Act (JTPA). 
Title III establishes slate-admiaisterecl prbgrarris of ernploymeht and 
training assistance for displaced workers, to be funded with federal 
matching grants alloeated on the basis r>f uhernpldymeht cbhditibhs. 
Title HI sotRorizes states_to use a variety of employmeht and tfainirig 
activities in their Programs, including job search assistance, job 
training, relocation assistance, and employment counseling. 

Among the quesiions facing policymakers involved in planning 
these programs for displaced workers are the following: 

• What percentage of workers made eligible for a displaced 
uorkers' reemploymeht program could be expected to 
participate? 

• What effects do the amount and duration of income support 
have on workers' decisions to participate in these programs? 

• Can such programs be expected to have an effect on 
participants* reemployment, including the duration of 
Unemployment and reemployment wages? 

• If there are beneficial effects, can they be traced to p^^rticular 
program services? Which aspects of these services appear to 
contribute to program success? - 

• €an programs for displaced workers be ebst-eff^iive? 

In anticipation of these i^Q^s.^fie U.S. B^partment of tabor in 
1980 began to fund pilot projecti» that offer promising strategies f^^ 
reemploying displaced workers. The first of these programs to be 
implemented, the Downriver Community Conference Economic 
Readjustment activity (Downriver ERaj program, is analyzed in this 
chapter. 

The following section describes significant aspects of the Downriver 

ERa program, reviews the evaluatjbh design amlsamplihg plan, and 
characteriies the analysis sample for this study. The sectibh thereafter 
discusses the determinants of pr^rarh pailLcipatibh. The final sectibh 
provides an assessment o! the Downriver ERa pn^fram's effect bh 
participants* reemployment rates- 
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TIIK DOWNRIVFR LOMMtNITY tUNFERENtE 
EtON()MIC RKAiHLSTMENT AtTIVITY PROGRAM 

Tho I)ovvnri%er ERa program* bejfan operation in July 1980. and 
since that time has enrolled over two thousand workers from five 
plants. The overriding: prop:ram objecti\'e is reemployment. F^articipants 
miUirlhR mwlical help or social services are referred to an appropriate 
community aj^ency for assistance; these needs are hot addressed directly 
by the Downriver ERa proj^ram. 

The first step in the reemplbj'meht process involves careful 
screening of applicants to determine (1) which participant^ possess 
currehtiy marketable skills and are likely to require only job placement 
assistance from the Program and (2) which participants lack skjHs in 
demand anc? irc^ld benefit fron^ classroom or on-the-job training. All 
participants are required to complete basic aptitude testing and a four- 
day job-seeking skills workshop as part of this assesment process.** 
Participants not completirig these requirements (unless waived by 
program staff) are not formally enrolled in the Downriver ERa 
program arid are riot allowed to receive additibrial services. 

The purpose of these riiaridatory activities is twofold: (1) to give 
Dowririver ERa program staff sbriie early practical kriowledge of 
participarits* iriterests. abiliUcs, arid reemployriierit prospects and (2) to 
rnake clear to participarits that their active irivblvemerit in the program 
is necessary for it to have beneficial effects. Once participant:* have 
cbrripleted the testing arid workshops, a team of prbgrarri staff 
comprised of job developers, workshop leaders, arid counselors meets to 
review the case files of those participants expressing an interest in 



*A more detailed description of the implementation and operation of the Downriver FR« 
projrram is found in Kulik (1982). 

••Tests include the Test of Adult Basic Education (TABE), the Differential Aptitude Test 
(spatiaL abstract, and mechanical reaso.'iinK and clerical sbillty). and the Wide Range 
Interest and Opinion Test The workshop. include skills identification, r^ume 
de\ e lop rn-ph t. tfioc k jn tors iews^ a nd ideh tif ica tidn^of po&eh err pldyers. Many workshop 
strategries were tested iy program stiff before imple nentinir the irrent format. In 
particular, a **jbb club" mc^ ^L*^J^DLLL^^r"L^^^^ 

followed by active jobj^earch, was_tested and abandoned because p&rticjpants became 
overly dependent oh the process. The current workshqia.s 

search resource center, has s>een desisned to emphasii:e participants' initiative and 
motivation in the job search process. 
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retraining.* A (ietermiriatibn is then rnade rejfardinir the participant's 
ability to benefit from either classroom or bh-the-jbb training:, based on 
the particip)ant*s test scores, previous work histoid', and performance in 
the workshop. The entire screening and assessment procedure is 
compleanl during the first two weeks of program participation. 

i)ownriver ERa program staffj^niplement market relevant 
procedures for de^elopinjr classroom and on*the-jo»b retraimng 
opfxirtunities. First, local and out-of-area employeirs are canvassed to 
identify ^rrowth occupations where it should be k^asible to develop a 
classroom or on-the-job progfram. Such oK'cupations include thc^e with a 
^'reasonably healthy*\empldyment outlook for entry-level positions. By 
and lar^c. local publicly supported community colleges and vdca 
schools are selected to provide this traihinjf, although some training is 
provided through proprietary schools or through employers directly. 
Employers are also involved in reviewing provider capabilities and in 
ensuring that the curriculum meets actual occupational requireme^its. 

Emphasis is placed on short-term (for approximately^ igh^^ 
intensive classroom programs. Glass-size training programs, designed 
exclusively for program participants using employer-modified 
curricula, have been developed to fill high-technology and machine 
trades dccupatibris. Existing courses at local institu*^^ions (which are 
attended by other students in addition to paKicipants) are also made 
available through the jDrbgram. if the erriplbyer review process indicates 
sufficient demand for the bccUpatibn ai»d if the participant's training 
nei}ds cannot be met by one of the class-size programs. Oh-the-jbb 
trainif lots are developed for workers who could benefit from 
trairri uut who seem more Hkely to succeed in a work s[te training 
sett' The program pays 50 percent of participant* start wages 
duni.^' the length of time it takes to train for the ocetapation. 

Active eniployer involvement in identification of deniand 

bccupatibris arid design of curricula is a step forward in developing 
trairiihg prbgrarris that are more directly linked ^ occupational 
reauiremerits and. cbrisequeritly. tp erripldymerit. Vet Downriver ERa 
staff point out that the process of irriptemeritirig these tfainirig 
programs has not been entirely smooth. It Has beeri necessary to 
overcome training providers* initial skepticism reg*^rdirig the feasibility 

•Initially; ali participant case files were reviewed at Ui« end of the workshofML TO 

proved to lnefn<cient and extremejy time consuming: Now^ only the fil« of participante 
ihteresti?d in retratninit are reviewed to ensure a careful selectibh of those both most 
qualified and most able to benefit. 




of (Icvrlopinjif shorl-torm. ihterisive projrrams. There has been a 
problem in meshing participants' interest.^ arid abilities with viable 
course offerings: Last, there [s the vexinjf problerii of the wbrseriirijr 
economy, which prompts many employers to require in^ix^ased 
exjHTience or education even for entry-level jobs. 

the Downriver ERa program has been funded in two phases, the 
first phase operating: between July 1980 and September 1981. and the 
st^cbrid phase bfK»ratih>? blHweeri, November 1981 and December 1983. 
This analysis focuses on the perfprmance of the first phase of ihe 
program, developed when the BASF' Corpbratidn (a chemicai producer 
and supplier to the autorhbtive industryj arid the DANA Cbrplbratibn (a 
manufacttarer of truck framesJ closed perriiaricritly in the suriiriier bf 
1980: Of the estimated fifteen hundred workers laid ofUby these 
closures— all of whom were eligible for the Dowrir[ver ERa prograrii— 
nearly seven hundred successfully completed the initia] assessment 
process and were enrolled in the Downriver ERa program. In contrast 
to previous government-funded programs, stipends were not routinely 
paid to participants, though workers who had exhausted their 
uriehiplbymerit cdmpensation and who were enrolled in classroom 
retrairiirig cbuld be paid the minimum wage for each hour they were in 
class. 

Over half of the program participarits during this first phase 
receiver] some form of retrairiirig. either iri a classrbbri br ari bri-the-jbb 
setting; C'lass-size tralnlrig programs were developed sj)ecifically for 
participants in high-technology (e^g.. electronics, numerical coritrol 
machine operation) and other manufacturing^^(e^gM pip^^ weldirig. ^ 
machine operation, screw machine operation) or servjce (e.g., heatirig 
and cooling, energy audit) oc'cupations. Existing training courses at 
local community colleges and on-the-job training petitions were also 
made available to participarits. 



The Evaluation Design and Analysis Sample 



As noted, workers from th^ BASF arid DANA autbmbtive supply 
plants were made eligible to receive prbgrarii services duririg the first 
phase of operations. In evaluating this first phase of the prbgrarri. twb 
comparison plants w^ere^lected to provide a reference ^oup for 
measurement of program effects. These plarits. the Lear-Siegler 
Corporation and the Chrysler Huber Avenue Found r>'. are located 
within the same Ubor market as the DANA and BASF plants and are 
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otherwise very similar (eaxcept that tfiey were not offered eligibility for 
Downriver ERa services). All four plants closed permanently during 
the summer of 1980 and had comparable layoff histories prior to 
closure (see table 16-1 j. Al! four plants were suppliers to the automotive 
industry and had similar work force sizes affected by the shutdown. 
Finally* workers from these plants were, with one exception.* eligible 
for the same ihcome support benefits programs. 

To provide data for this evaluation, a sample of one thousand laid- 
off workers, eSerily divided among the fdUr plants, was selected and 
ihiervievved. The sample was selected faridbhily from the plants* lajx)ff 
rosters. exct?pt that workers who retired or who had been oh disability 
for a year or rnbrepribr to plant closure were excluded from tho 
sampling fratne. Workers were intervie A^ed in the surnmer of 1982, an 
average of two years after layoff Most of the sampled workers (94 
percent) were laid off between June 1979 and December 1986: Finally, 
fur those BASF or DANA workers partidp^ating in the ^irst phase of 
the Downriver ERa program, information on program enrollment and 
services received was gathered from the program's management 
inrormatibn system to supplement the isurvey data. ^ 

Although the literature bri displaced workers indicates that 
separate analyses of the reemployment process by sex is reqUinwl. the 
sample contained few females. Accbrdirigly. a subsample of:769 white 
_and j?lack males, vvhb were laid off between June 1979 and December 
and who had not moved from the Detroit area, was selected as the 
primary analysis group (see tab[e 16-2); The anal>^is sample had the 
following general characteristics: 

• These displaced workers are, on average, forty years old. 
Apprbximateiy 30 percent are black, and 60 percent have at 
least a high school diploma or its equiv^alent. 



•The Chrysler Foundr>" plant was eligible for Trade Ri^djuptment Awistjuice (TRAK in 
addition to the Supplemental ynemployme^^ arid P[^inp]oyniieht Insuruk^ (UI) 

for hich workers from the other plants were eliiribie. TRA regulations in force during 
the time of the study provided tor rcpl«^emcnt of recipienU'^afteKty: a>^r^^ 
earniKjrs on the ii^off job at a mach hirhe^ rate than the other programa. They alao 
perrnltted receipt of LiehefiU for a baae i>BrKKl of fifty-two we^ca, twice ai long^aa the 
ba^ UI benefits period. In addition. TRA alio offered iubaldiz^ Uvning^priinariiy 
through the Cpmprehensive Empl^mefit and Training Act (CETTA). to th«e Chryaler 
workers and aljqwe^ twenty-w^ J^ditibhal weeks of bef*f its for t^mi« enroling in_ 
training. For these reasons, the analysis that follows was condi3cted with and without the 
Chrysier Foundry included as a compan'soh plant 



^43 .2^2 



Tibl(16.1 



I 



CHARACTiiSTiCS OF FROGRAMtlGiBLE AND COMPARiSON PLANTS 



Lnyoff HiKtriry 



hipm Plants 



BANA 



BASF 



Leaf-Siegler 



19T8. ApdroximaUiy 
^50liid.offil/79. 
Remainder liid off 
At closure. 



hiilijry.Approi- 
tmatelySOO llid 
off 8/79. 



Chrysler Foandry 



Final Closure Date 



6/80 



6/80 



7/86 



7/80 



Number Uid Off 



U06 
Truck franiei 

Unelhpiyment 



Sipplementil 

Unemplbymejit 

BcnefitijSUBj 



716 

AutO'^lated 
Chemicali 

Uhemplbyment 
iniurancej'jlj 



677 
Auto parti 



Uriemploynient 

iniurance; 

Supplemeiitil 

Unemployment 

Benefiti 



585 



Auto fciindry 



Inaurince^^ap* 
plerneiiti) Uhetii- 



Trade Heidjuitment 
Aiiiitahce(TRA) 



Number Interviewed 



310 



271 



fable 16*2 



CHARACTERISTICS OF THE ANALYSIS $Ak!PtE, 
BY rR66RAH*iJ6IBtE M CSIiff ARtSON 6R6lj7 mm 



^fm C'OiapiiOB Piogtiio Com;»irtion 

Ofottp^ Ki^ Orbui 

ChiticUriitici Wofkm Voriw Chirictiiiito Workm Workw 



Percent with Agi: 
Leu thin 3S 
35-44 

46^54 



uu 



iri<iov«r 



PerceiitKlirriid 

f mm with Children 

PerteotBlick 

Pircent with T«in c 
LMithinl2 
It 

More thin 12 



Pircehttith-Yeiri 

Unthmie 

16toS0 

lSlorfthin30 



32.2 
23.6 
20,D 
24.2 

68.D 

62.0 

30.9 



41.0 
40.0 
18.9 



32.2 
32.0 
36.6 



45.6 

26:3 
15.6 
13.6 

55.0 

62.4 

48.2 



45.6 
38.5 
15.8 



44.3 
35.6 
20.1 



Fortbeliyoffjdb^ 

Mem yttrt of experience 
tiththecompiny 

V 

Percent with Occption: 
Crifliwbrkeri 
Pp«rstivei_ 
Service worken/ 

litoreri - 
White-eoilir worken^ 

Percent withliybffditei: 



4/80 tSih 6/80 
. 7/80 tii(tau|h 12/80 



RepiicementRittjij%) 
Simple Siie 



19.29 
14.3 



27.5 
69.5 



4.9 

6.0 



29.1 
-5.4 
49.6 
16.9 



60.0 
386 



18.74 
9.5 



35.4 
50.3 

10.7 
3.6 



28.6 
19:8 
13.8 
371 



76,0 
864 



NOTE: THeiiftpleiimtnctedtahl^^ 12/80. who completed the 

jfOfrtrnj jobjwWnj wrlMhoi_ 

f KumberofyetnworkiflfitleMtiixnonthiornoreiinc^ 

^lQdad^protei)ilifidtiehnieilforkitf,mBa|^ - - - 

' S#j)l<Mrtijnt^^ Wi TRA benefiti received per 

week divided by ifter-tu weekly eiminfi on the liyoff (timti 100). 



• Those are exj)eriehced workers with an average of twenty-five 
years of Reneral work experience since a^ sixteen, and aji 
average of fourteen years with the comparry that laid them off^ 
They are mostly operatives and craftsworkerij who earned over 
nine dollars per hour on their layoff job. This j^ompares with a 
1980 average manufacturing hourly wage rate t'cif about seven 
dollars. 

• The estimated uhemployrrieht benefits replacernent ralejthe 
percent of after-tax earnings dh the laj^ff job ''replaced*' by 
unernploymeht corhpehsattbh, supplemehtaiy uhemplbyrrient 
benefits, and TRA benefite) avera^d 59 p^ for program- 
eligible workers, and 75 percent for comparjson workers. This 
difference is primarily due to the higher benefits paid to 
Chrysler workers under the TRA program. ^ 



PARTICIPATION IN THE DOWNRIVER ERA PROGRAM 

i^^rnajbr issiieJaci rig planners of displaced worker programs under 
Title in of the JTPA is the proportion of eligible workers expected to 
participate. A related issue^is thenurhbef of participants expected to : 
require retraining to Become reemploy^ examimng participation of 
eligible DANA and BASF workers during the first phase of program 
operations, the following results stand out (see table 16*3): 

• During the first phase of the Downriver ERa program, demand 
for reemploymerit services was high. Approximately 49 percent 
of eligible workers actually participated. This high participation 
rate riiay have been ir);nuiericed by the irivblvemerit of plant 
mahR jement and union representatives in program outreach. 

• Former BASF employees were more likely to participate than 
workers from the DANA ^laht. Younger workers, better 
educated workers, and workers with less than thirty years of 
emplbyment experience also participate at higher rates than 
thei^ couriteiTparts. Workers laid^ff before the Downriver ERa 
program became operational were significantly less likely to 
participate than tihose^laid off after program start-up. W 
collar workers were much less likely to particiiwtte than 
operatives, craftsworkers, or laborers. 
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Table 16-3 



PROGRAM PARtlCIPATieN RATES 
BY PLANT AND WORKER CHARACiERiSTieS 



Characteristic 


Participation 
Hate 


Characteristic 


Participatioa 
Rate 


All Workers 


48.8 


By Years of Work Experience: 




By Plant: 




Less than 16 


59.7 




16-30 


52.0 


BASF 


58.0 


30 and rhbre 


36.2 


DANA 


43.0 










By Occupation of Layoff Job: 




By Years of Age: 






45.3 




Craftsworkers 


Le&& than 35 


58.9 


Operatives 


52.8 


35^4 


51.7 


Service workers/laborers 


47.4 


45-54 


55-8 


White^ollir workers 


30.0 


: 55 and over 


26.9 










By Layoff Date: 




By Race: 










6/7§ through l2n9 


42.9 


Black 


50.4 


1/80 through 3/80 


52.4 


White 


48.1 


4/80 through 6/80 


53.9 






7/80 through 12/80 


42.6 


By Y«>ars of Education: 










By Unemployment Benefits 




tess than 12 


43-0 


R^laceiheht Rate: 




111 


52.6 






12 and over 


53.4 


33%- 43% (UI only) 


51.0 




44%>53%(UI&SUB) 


47.4 



T 



NOTE : The program participation rate is the number of parti^^^^ t^*^"^ " 

pleting the jbb^eeking skills workshop) in each group divided by the number 
of progTam-eligible workere in the group (x 100). The jMimple ii restricted to 
program-eligible workers in th« ?ii^a3yiis sample; N«385. 



• 0f those participants laid off after the program operations, most 
enrolled between thirteen and iwenty:six weeks after layoff. 
Averaffe **waitihg time" between layoff and enrollment was 
approximately four months. This suRf^ests that the proRram 
may have drawn in laid-off workers whose initial job search 
efforts were unsuccessful. 
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• Fifty-seven percent of alj participants received some form of 
retraining (see table 15^). Of those receiving training, 
approximately a third were enrolled in cla^^ize programs 
developed specifically by the Downriver ERa program. Training 
courses averaged eight months in lehgth. with thi high- 
technology programs running somewhat long^er. Fifty percent of 
those trained were enroljed in programs offered by local 
educational institutions but not designed specif ica[l\'^£or 
participants, and the remaining one-fifth of the trainees 
participated in on-the-job training programs. 

• Younger, better-educated workers and workere with fewer than 
fifteen year^' work experience were more apt to be trained than 
their counterparts. Craftsworkers, presumably because they 
already possessed skills in demand, were least likely to be 
retrained. 



PROGRAM EFFEerS OI^LTHE^REEHPLOYMENT OF 
PARTieiPANTS IN THE DOWNRIVER ERA 

This section presents estimates of the effects of the EtewTiriver ERa 
program on the reemployment of participatmg wo^rker^. Fij^t^^^^ 
measures Used to characterize the reemployment jjroe^s are described, 
the approach Used to estimating program effects follows, along^w 
the cehtral firidirigs on the reemployment rate. AJso discussed is how 
program effects var>' with the type of services received by participants. 
rc?eusing on the marginal imp^t of training over and above the impact 
of job placement assistance. Finally, estimates of the program effects on 
the ernpioymeht rate from la>x)ff to the survey interview are presented. 



Dei^ribinjg: the Reemployment Process 

The primaf>' objective of the Downriver ERa program |s to 

facilitate the transition of permanently laid-off wor^kers from their ^ 
jobs to hew ones in an occupation, industry, or geographic ?.rea with a 
more promising emplbyrrient butlddk. Table 16-5 presents 
characteristics of this reemployment process for program-eiigible and 
companson workers in the analysis sample. 

Given that sampied workers were bb.wrved for a limited time after 
layoff., the first and most important question to ask about this process is 
how many worke rs have found another job during the observation 
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Table 16-4 



PROGRAM SERVICES RECEtVED^ 
-AND THE DURATION OF PROGTIAM PARTIGIPATldN 



typ* of Service* 


- 

^«cent of 
Participaiils 
Receiting 


Avenge W eeci 
EiiroUcdjn^tbc 
Prograxn 


AKcragc ft ccjca 
Enrolled in 
Program Training 


AU Services 


100% 


38.7 





Job Search Service* Only 


43.4 


33.1 




Any Training 


56 6 


43:0 


32.5 


High-tech nalog>* 








clau-ftize programs^ 


5.9 


54.5 


47.8 


Other class-size programs^ 


12.4 


45. & 


28.6 


Existing programs 








offered through 








local educational 








institations d 


28.6 


40.5 


29.9 


On-the-job 








training 


9.7 


40.0 


36.6 


NOTE: The sample is restricted to progtam participahU: N*lb5. 

* As recorded in the program management ihfbrtnitibh system. 

^Includes electronics technician anc numerical control operator courses 



developed specifically for program participana: 

^Includes pipe welder, machine operator, energy auditor, heating and cooling 
operator, and se/ew machine operator courses developed specifically for 
program participants. 

^Existing programs that were not designed specificaJly for program 
participants , bat that were attended by psrticipcnts and pcid for by Down 
riv^? £Ra program funds. 



period. The first row of tahle 16-5 shows this reemplbyrrierit rat^. the 
pf^' jt^nt of workers in the sample ever reemployed from layoff to 
interview date. 
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Tible 16-5 



rHARACTERISTICS OF THE REEMPLOYMENT 

PR0GESS FOR PROGRAM-ELKJIBLE AND COMPARISON WORKERS 



















Gompaxison 


CharactcrUtic 




Workm 


Reemployment Rate* 


64.2% 


49.2% 


Mean Employment FUte from tayoff 






to Interview bite (%)^ 


32.4% 


22.1% 


Dccupatioh of U:e I Vrii Poctliybff JbL 






White-coUnr worker 


15.3% 


12.0% 


Criftiwbrkeri 


27:7 


38:0 


Operative 


34.3 


26.1 


Service wbrkerAibbrer 


22.7 


23.9 



•The reemployment rate U the percent of workers ever emplbyed from Uyoff to 
interview dite. The «u«ple uied Jbj»lcultte the r»^ployinent fJte, the employ 
ment rite, and average weekly eamingt from layoff to interriew includea 385 
program^li^ible and 384 cbmpahabh wbrkm. 

**tfie employment rate equaU week* employed frbm layoff to interview (ihciudihg 
zerb for wbrkeri rierer reemployed) divided by total weeks is the period; 

Although &h average of two years einpsed between the layoff arid 
interview datei^ during the sUrnmer of 1982. only half of the workers 
from the cbrriparisbh plants had found another job during this i>eridd. 
This result is particularly striking, given the defnc^rajphic and lafer 
market characteristics of the analysis sample. MiddJe-age males with 
famines and a long history of work experiehc^^ havejtrong 
attachments to the labor force, ruling^qut labor force withdrawal as the 
primary explanation for this low reemployment rate. Note also that 
program-eUgible workers have a ^significantly higher reemployment 
rate of 64 percent This is initinl. Dut weak evidence of a program 
irnpact on reemployment: weak because no adjustments have beetj made 
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for other factors (such as a^^e differehces betweeri the two groups) that 
could be confounded v ith the program effect 

The emplo5'ment rate from la5-off xd inter\'iew, which equals thr 
percent of weeks employed during the postlayoff period, is a more 
comprehensive measure of time spent at work. In addition to reflecting 
the reemployment rat£, it also dejK'nds on the time it takes reemployed 
workers to find their first pMSstlayof f job and on the stability of 
employment from that point to the interview date. Becatise half of the 
eligible and cbriiparispn workers in the sample never find a job during 
the bbser\-atibh period, emplc^'merit rates are lbw. As w-ith the 
reemployment rate there is initial evidence of a positive program effect 

As wouJd be expected with structural Unempidyment, there is a 
substantial change in the bccupatibnal distnbutibh from the ]a>l5ff lb 
the reemplc^ meht jobs. On the Ia>bff job. about 60 percent of the 
workers in the sarnple were ernpl^'ed as coeratives. Among the __ 
reemployed workers, the size of the bperatives categbo' drbps lb 30 
percent. There is a correspohdihg increase in the percent of wbrkers 
reemployed in the white-cbljar and semce worker/laborer bccupaiibns. 
The percent of cr^iftsworkers stays approximately constant through the 
transition from la^tiff to reemployment 

Measuring Program Effects on Reempldyment Rates 

The central problem in measuring the effects of a particular 
program on the behavibr of participants is the chbice bf a cbmparisbn 
group. The cbmparisbh group provides an estimate bf the behavibr bf 
participants in the absence of the program. Therefore, the cbmparisbh 
group should be. on average, like the participants in all respects except 
that the comparison group members did ra^ participate in the program. 
In a study without j^ndom alignment, sjr'^h as the one reported here, 
differences between the participant and cojrjparison groups that are 
unrelated to the program treatment (but that affect the^ outcome 
variables) must be controlled for in measuring program effects. 

The differences between participant and comparison groups, 
hbwever, may hot measurable. For example, suppose that 
participants ih the Dbwhriver ERa program are more eager to find 
another jbb, oh average, than hbhpafticipar^ts from the program- 
eligible plahts.iih fact, this is one reason why they rtiay paticipate ih 
the program.) This different rhotivatibh will affect a uxirker's 



250 




EKLC 



probability of reemployment throug'h more extensive 

extra effort devoted to the training programs. If, in controlling for 

measurable differences between the participants and comparison group 

members, the study does not also capture the difference in motivation, 

then estimates of the program's effect on reempld>Tnent will be biased 

upwards. 

Uhmeasurabje differences between participant arid CGmparisbri 
groups may also be caused b>' the prbc^ used to assign participants to 
nragTzm ser\'ices. If the mcKt effective services are resen'ed for the 
"be?vi'* participants, such as those who are the most motivated in the job 
search workshops, estimates of treatment effects will again be biased 
upwards: Although st5tist[c3]^ methods are avsilifiie for modejling these 
unmeasured differences, the results obtained are generally sensitive to 
the assumptions used in constructing the models.* 

This study takes an indirect approach to cont^rolling fd 
unmeasured differences between participants and comparison group 
member^ in assessing program effects on the various outcome 
measures. The reemplo>tnent rate may serve as an example. Using 
various riiethbds (described later) to control for measured differences, 
the study cbriipared the reemployment rate for program-el igible arid 
cbmparisori grbiip members. This provides an estiriiate of the average 
program effect oh program-eligible workers. Ai^sumirig taat the 
program had no effect on eligible workers who did riot participate iri 
the program, the program eflect on all workers equajs the 

program effect on participants times the participation rate. This result 
has a simple interpretation: It states that the impact of a program on 
the |)opulation eligible to receive jte services is a function of the number 
of eligible f>t?rsons who decide to participate and the average impact of 
the prognini on those participants. Given this relationship, the effect of 
the Downriver ERa program on the reemployment rate of its 
participarits riiay be bbtamed by dividinje: the effect on eligible workers 
by the participatibri rate.** 



•P^rka.^ and Stromxiorfer il9Mb) offer a irood.coI!«?lion of recent articles dealinir with 
the ^tati^tirat problem:* of uhmeasUreii variables in a variety of policy areai^. 

••If Z represents the prog^ram cffoc t arPJ the subscripts p. np. and e represent the 
partiripants; nt)nparticipant:<. and eliKiLu.:: respectively, then the projrram effect on 
ehjfilile uorRtTs i> a <\eiiirhlWJ avrra^e of the j^ ffect on participants and h<»hparticiparit*. 

2 "Z- P*2 - • (1«P) 

e p r^X) 

\K here r i> iht' pnijrram participation rate. AsK^iunnihjf that there is no eifcci on 
hohparticipiiTitN. the pniiffam effect on f)ariiciparjt* is -= 7.-/P 
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Note that tfiis apprctftch avoids the prdblem of unmeasured 

differences between participant and comparison groups. The progrram 
effect estimate is obtained by comparing progrdm^Ugibte and 
comparison w<jrkers: foth groups have members who^either 
participated or would have if given the opportunity. They alsb^ctritaii_ 
workers vvhb chose not to participate or would hot have participared if 
they had been eligible. 

The assumption of a zero program effect for nonparticipahts js hot 
an in.nocuous Me, but it seems feasdnabje for this ap|.lication. First, the 
Downriver ERa program was small, relative to the size of the labor 
market in which it operated. The Detrpit fefer mafket, which wntsiis 
the Downriver arra, had ah average of l.T milUbri worker^ on layrolls 
in 1980. The first phase of the Downriver ERa program was made 
available to approximately IpOe l^id-eff workere during its operating 
period. Even in the lo^ labor mitrket that characterized Dptrb^ in 
1980, the Downriver participant group wm probably small in 
cbmparisbh to Job vacancies in the aret* Second, a program IM 
hohparticipahts if participants monopolize the e^ifung subsidized 
employment service. Irch as training opportunities, in the local area. 
But the Downriver ERa program i»id for the training of program 
participants out of its dembnstrAtiori funds, rather than placing 
participants into ite existing CETA pftSfams.^* Therefore, the 
Downriver ERa program m^t likely increase the amount of training 
in the area, leaving the subsidized opportunities for ndriparticif»nts 
Unchanged.*** 

In estimating the program s effect on the rr employment rate of 
program-eligible workers, it is important, of course, to control for 
variables that affectthe probability of reemployment and that differ 
between the program-eHgible and cbrhpari^h groups. Job search 
theory sugge^^ts a p^ible list of these variables. The theory postulates 
that unemplcyed workers set a reservation wzge andjearch Until they 
find a wage offer that exceeds the reserrotion wage. The reservatibri 
wage is se t by cd mpaflng the marginal gains from additional search. 

•UhPttlployment ritea for the Detroit Ubar market iverig^ 

perci^t in 1981. and 15.7 percent in the firat halfof 1982. Thii comparei with natmal 
unomproymeht ratw of 7:1. 7;6. and M percent. retpecUvely. 

•♦Many I)owhrivef ERa paftidpBna may Indeed h^^^ CETA aervicei 

becauM? <>f that projrrani'a restriction* on earned income and aa«et«. 

•••fhe*e twinu* k\m argue ayainst the poaaibility of program effects members ef the 

comparison sfroup. 
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the prubal Mity of f^etting^ a yet higher wage offer times the increase in 
earnin>rs, ^vith the cmvi of additional search, including out-of-pocket 

costs arid foregone earning-s. Although an explicit mode[ of the job 

search process cannot be estimated here, included as control variables 
are worker characteristics that are thou>rht lo determine the 
resenatibn wage and the offer wage. In {^articular, age, marital status, 
the presence of t-Hii ireri at home, arid the Uriertlpldyment benefits 
replacement rate are included in the reempibymerit rii(>del as 
determinants of ah individuals reser\ation wage. The first three factbrs 
will affect the utility of foregone earnings: the fihai factor will aifect 
the net size of those earniSgs. As determinants of the potential wage 
offer, general work experietice, years of forrnai edu^tiOT?, tefiure oti the 
layoff job, and a dichotomous variable for being black are included.* 
These are key variables in a human capital explanation of wage rates. 

In addition to variables suggested by search theory, the study 
included the riumber of we< -cs from layoff to interv'iew as an 
erplanatorj yari&blf iri th? r^rriplbyrnerit rhodel. Reempldynlerit rates 
after a layoff are 2 function of time; in general, the longer ari 
individual s labor market Inhavibr mer layoff is bbser\'ed. the more 
likely it is that he or she hm'U again b ^ employed. Workers in the sarhple 
were laid off fnom the summer of iS7S through the end of 1980. but 
they were all interviewed withm a :w^-montfi period during the 
summer of 1982. Thus, th^ study observed worker for different periods 
of time after layoff and as required to control for this factor in a 
model of reemployment n^tes.** 

There is one further consideration in specifying the model used to 
estimate program effects on the reemployment rate. The Chrysler 
Fburido' cbmparisbri plant is unlike any of the other plants in the study 
b«:ause its workers were eligible for Trade Readjustment Assistance 
upon la^xifr As has been shbvv ri. brie of the effects of TRA eligibility is 
to increase the uriemp!6>Tnerit l:ghe_fits replaceriierit rate substantially 
for ehrysler Foundry workers. Differences iri the replaceriierit rate 

•The w j^jre ra.U' on thoJayoff Job »> k\so a candidate for predicting? an individuar.s 
pit)ti'ntial vAajft' offer. When ih( ludeti with the other variablt'>i in the r<*mploymetil tnadel. 
Its >ifrn vAa> f^«/>itive. ax exjHx^-teij. hut never statistically s*ijrnif»cant. 

••There ar** two altern»itive approach*^. The study could have truh-cated the pbjiervation 
UM^riod at the minimum fur the »amp!e, but that would have thrown away up to a y^r • 
worth of lah<jr market hi^itbry, A better approach, to be pursued in futurr research, is to 
pstimati* a waiting: time rri^ide) of the reemployment procifas. Such a model would 
ex p he Illy recognize the time dependence of the reemploy men t rales and. therefore,, could 
t)e u.h<h1 to show the projrram effecta on r«»m ploy men t at different tim^ after It^'off. 
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alone are hot sufficient ta :?Lieitibr; the inclusion of Chrysler as a 
cbrfiparisbh plaht^fecause the repiacement rate is included in the 
model. But these TRA recipients were able to collect benefits for a 
mmimum of fift>'-tuo iveeks— twice as Ibh^as the bise uhernpIo>'merit 
insurance benefits period— and were also given the oppbrtuhity to ehrbU 
in subsidized training programs, for which they could receive ah 
additional twenty-six weeks of benefits. For this reason most rhcK-els in 
thi> chapter are estimated with and without the Chrysler Fouhdr/ 
plant in the sample.* Finally, a constant and a d ichotomq^ variable 
lequaJ to one if a worker was from a program-eli^ble plant and equal 
to zero otherw ise) were added to the list of control variables, and the 

f^C^til>lll|s. x»r*..«i ^ » " ^^^^^^^^^ — ^ ■ _ •^r X 

in table Al of the appehdix.'* The ap|*ndix table reports estimates 
includih]!^ and excluding: the Cho'sler FdiiridrC' plant from the 
comparison sample. 

How may we be sure that all the apprcoriaije control \ariables have 
been included in the model so that the coefficient of the prc^ram- 
elifrible %-ariabie represen:s ah unblaae i eetimate of the prpgram's 
efferii^ m reemployment? There is ho direct lest of this hypothesis, but 
an ir^direct check was Performed. The same model was estimated with 
a different dependent variable, reemployed f' on^ layoff to the date of 
prog^ram start-up or not; results are shown in table A2 in ^e appendix. 
Aside froni potential annoufi-fremei^t effects, it is unlikely that the 
proKram affected reemployment iittes before it began opei^*:^^?:. A 
properly specified model should, therefore, show no difference- betwet^n 
the reerhploymerit rates of program^liifible ahc. comparison workers 
during the preprogram ptriod. U.sirig both comparison pla-'ts, the study 
found a small difference in reemp!6>7r*^nt rates that is ho* ^ign»f:cahtly 
different from zerc. 

*<Jivt»ri the Isrjfe difference- ir up.empI^Q men! beftefiu ayaiUhk to Chrysler worfeers wi 
comparrii u Mh the rest of the simple, the resulti cb j]ii be jscnsiUve lb the specificitior of 
Ihe l)«*hefiti v»-riable: To test this, the s^tudy reestimate^ the reemployment rate, 
ernpioyinent rate, and averajft eArnihgi mCHcJeli. substi/utin^ prelsyQff wnihs^^ 
level of henef/j* (adjusted for the tax effecti for the replacement rate. It also substituted ^ 

plant dummy variabli^ for the t-oristant and probleTh^iigible variable, alfowin 

separate »htercept for each plant. In gefw-ral, tt.> estimated effects with €hr>'sW in the 
sample were sensitive to th«»e changes. The e>t;mat«i effecU using Lear-Sieirler as the 

com par ' M>n w e re w ? en s i t i v e . Becau ^ t here are no ^hebr et ical S^^^^p^ ^ P^^^.^L 

specification over the other, the form reported h^re Kives th** niedian estimate for the two- 
piant comparison jrroup, 

•♦Because the dependent variable, employed from liyott io interview or ^oi, is 
dichbt4>mo"us. the model was estimateti by mjwlmum SifeHihood pi^^Vjit teohn'Ques; Probit 
eoefricients are. however, difficult to interpret <ijrc<!iiy, m ihe coerficienls from the 
comparable linear probability model lOUi) have aLvi U-en prc^'fcnted. 
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Adfiftaohal confidence in the reemp!b\Tneht model may be derived 
from the fact that mt^t of the estimated coefficients are estimated 
preci^^ly and have the signs found in previous reduced-form models of 
the job :*arch proeesa (e.^., see Corson and Nicholson 198!; Neumann 
1976). The sigtt^ also have plausible job search theorj' interpretations, 
although the interprelalions may not be unique For example, being 
married or ha vi nit children at home should increase the "costs" of being 
unemployed. retJuce the reservation wage, and increase the probability 
of rtemplbyment. as the study found. A ?ii^?her unempioyment b<;nefits 
replacerhent rate, on the other hand, redacts the foregoine earnings of 
f)einjr uhemployfHi and therefore, the probability of neemploymeht. A 
III percentage pcint Increase in the uherhploymeht tejiefits replacement 
Hite i> e^timated to reduce the reemployment rate by approximately 3 
percentage points, all other factors held constant,** 

Age. years of genera! w ork experience, and years oh tRe layoff job, 
although highly correlated, are each estimated prec^^ly. Older workers 
ar.- le-vs likely to be reemployed: Giher results not preserved in the 
apiR^ndix suggest that this may primarily be due to the retirement of 
workers mer age fifty-five. General work experience increases the 
probability of reemployment, which i> consistent with the expecUtion 
that experience raises the potential offer wage rate. Tenure on the 
layoff job, however, is negatively relatf--^ to reempSoyment. A pmential 
explanation here il^ that, holding cpnsta/it total work experience, a 
greater number of ye:w's with the layoff firm indicates a higher 
proporiiun of firm-s;>ecific human capital and. thi?rofore. a lower 
poteniial wage offer from isnother firm. 

The coefficients on the racial jnd education variables also have a 
plau>ible wage offer interpretation. If. controHmg for other factors. 
bUicks receive lower wage offers, as is consisttntwjth tjie literature oh 
di^criminaiion. they should experience lower reemployment rates. 
Black.s are estirhatt^d to t>e less likely to find employment after being 
laid off. but the size of the effect, about 20 percent, suggests that more 
than wa^re rau* discrimination is at work. Finally, years of education, 
unich >.hould increa^t* the jx)tehtial wafje offer, increase the probability 
of reemployment. 

•S»>mf V .ri ii lvs in ih#' r<^'rnpi(^\ monl maiit-K such raro. rniy affrit li^jth lh*» 
rf>(Tvali. A,i>fi- and th«» wa^e «iffcr. If Iho t-tructural aiefficu'ntii rvJstmjf ra*o lo ihe 
V a^t' »)ff» r snii rfNt-rvatmn uajrt' art' of opixjMU' ^^^rn^. the coefficient on ract in ihr 
rfsjuctii form n. cannot \fc (ictcrmirKni fh^m thtH)ry. 

•♦S*i- ijanu rn.oNh ( ) for a Mir\«\v di>^cu>Nioh of the effect?* of V\ oh the duration of 
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Table presents the estimated pit^ram effects bh the __ 
r^mployrnent rates^f prog^m^li^i^ and participalihg workers. The 
line for pro^ram-eli^ble workers in^e fir^t panel, where the _ 
compari^son group includes both L^r-Siegler and tfie^fo>^je^Foundry 
pltnts, ihdw^i that the actual reemploynient rate is just the sample 
mean. 64 J2 percent, as sho'.vn in table 16-5, The estimated 
iwmplpyrheht rate in the absence of the program, 57.4 percent, is a 
predictibh Rerieirated from the reempiojTiient model, using the average 
characteristics of prc^ram^ligible workers as v-alues for the control 
variables anid setting the prbgrarn^Iigible variable to zero,* In essence, 
the study took the reemployment rate for the comparisbri grbup, 
adj> K t^ it to reflect the differences in ob^rved characteristics bet\veeh 
comparlsos? and program-eligible workers, and used tfie result as the 
estimated reemployment rate for^r^ram-eligibie wx^rkere in the 
absence of the program. The program effect 6^ percentage pmnte^^ 
the difference between the actual and estimated rates. It is significantly 
different from zero at the 10 percent level fi^ir a two-tailed tist. 

As prevjbu^ly noted, the prt^ram effect on eUgible workers is 
assumed to be a fuhctibri bf the program parlicipatibh rate and the 
program effect oh participants- Thiis, the averagejirc^ram effect bh 
participants. 13.9 percentage points, equals the effect bh ^^^^iim- 
eiigibies di vided bj* the program participation rate, 9.488. The 
estimated program effect is larger when the comparison is made with 
only the Lear-Siegler plant; the second panel of table 16-6 ^ow3 an 

estimated program effect of 2L5 percentage points, making this 

comparison. Using both comparison groups, then, the study shows that 
the DbuTriver ERa program has had a relatively large effect on the 
rwmployrneht rate of pncSfratn partlcipahts, raising the rate from an 
estimat^ level of 50 tb 60 percent in the absence of the program to 72 
percent with ihe program. 

Effertsi oh Reemplbymerii ilales by Type of Program Service 

As t>reviVah.iy described, ajl participants in the Efcwhnver ERik 
program enrolled in a ^hart job-seeking skijls workshop artd coald 
subsequently make use of the placement service offered by 
program. In addition, approximately half of the program p^rticiipants 
al.sb enrbljMJilc liissrbbm or on-the-job training. It is therefore- 

*I{4>rauj^ prbbit rhodrU £r«> r>6i^Hii^«r. sn i»tini«C«d r^m^layment pr<>b«biiity in the 
ftixHentY of ih^ p-o^im wi* irtM^eralcd for each j^ro^rilt^^liirbfe worker, and the 
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PR0GRA51 EFFEerS BN REEffi^tOYMENT RATES 





















ActoaJ 






Type of AnHyuM 


Rc«inpi6fnieat 


Abieiic« of 


P;bfnm 




Rate 


the Profrifis 


Effect* 



U&in^ LezT'Siegler and 
CmyKer F<) unary is 
Compamon PlAnti; 

Program -t^iigible vorkt^rs 64 2 57:4 6;6* 

Progrtm participsnu 72:1 58:2 13:S* 



the Cbinpirubn PUnt: jir 
?rofrini-*Uf ible worfecrt 64.2 53.7 

ProfTAin participawU 72.1 50.6 21. 5** 



NOTE: A prbbit mod^el bf r^rhplbyTXsefit wu ^timated with prbfrmm-^Uciblc/ 
compixiion itatui f worEer charict«nf tici u Hthi f^d-fid* 
Co«fficienta aAd t-ttfitUtica are reported in table A 1 of the appendix. The 
prbfraih effect fcr eiig^bie wor keri is the diffmace between th< iveric* 
predicted probabiiity of ree^plorm'^At, wwm^ prosrun-exqpble and 
cbfnparu^\>h iiau^f^rt^ u«4&g thc_«:lu;'iefrteH«llk» of paxtictpanU to make 
the predicti6>n._l^ p^ofi^n ^ofram effect 

on eUgible wctken divi^^ bv the prograni parUcipation rate. 

*A«tcriAkj indicate that th« prc^nm effect ia itatiaticaUy aigniftcaht at the 5 percent 
or 10 percent (* ) leveU (two uHed teat). 




important to estimau* iht* marginal effects of traimng over and above 
job search for at least t^ o reasons. First, trainmg has been a c^^ 

prescription for reducinor ^t^^uctural unemployment for over tw^ 

decades. But the effectiveness of training in increasing emp'uyment has 
been shown in the literature to v-ar>' widely, depending upoTi the type of 
traihinjr offereil. the characteristics of the trainees, arid thji; structure 
and manaj^ement of the training program.. The qUe:aiidn is whether 
training works in the particular context of the Downriver situation. 
Second, training is substantially more expensive to pn)vide than job 
search and placement assistance. During the first phase of Downriver 
ERa upt*rations. average training costs per trainee($1.700J were more 
than ' sv ice the average costs of job search assistance (??>28). Training 
should. thtTcfore, pniduce benefits such that the rate of return to 
training is i^ijual to or greater than that of job search assistance or 
other progra.m strategies if it is to be a viable alternative to aid 
disf/i:ict^i wui xers. 

Tne first (lut-stioh to ask in cori> iflering the impact of Downriver 
ERa pn?^r;*m traihihg is whether partiVipkants as a group received 
more training than they would have without the program. If retraining 
has any iH-neficial effect^ on the r£*employment of displaced workers, 
the IKiwr.river ERa program could have had an effect simply by 
increasing a'xess to valuable training opportunities. 

tabic UJ-T. which displays the percent of participants^ program- 

ciigible workers, and c^nipari>u»n workers enrolled in training or 

iHlucaticm programs after Ia^t)ff, helps to answer this question. The last 
row of the table >hows ehrbllment rates of 28 percent for program- 
eligil)le workers and 24 percent for the cbmpansbn group. This 4- 
percentage-point gross program effect. oh tlie enrbllmeht of program- 
eligible workers increases to between 10 and 12 percentage points when 
controlk^i for differc*nces between program-eligible and cbrnparisdn 
workers in dem<igraphic anc ^afer market characieristics.* Most of the 
increai** results fn^m controU ng for the effect of TEA in the Chrj^'sler 
Foundry plant, as this program offered-and actively encourageu— 



•Thr ^lutb ••^tirnatifi pr«>i>ii m<MjfU of train iiM^ t^ri roll rhent ifUT layoff. ulVns^ t\yc 
folioUinjf ri*rht han<i !^uif variabu^s pr^j^ram-^^ngibJ^r^ aire, rnsrul status; pre^ce of 
vHiUirt h. oiursrion: uork < xf>rr iencr, !ayof^>3b.lrnufv._uw'nrTplc.yrnenl beiw-fjU 

jvpUi t-mrnt raiyr. and t^upatu^n oif Ifw |ay*)ff iob. Motic'I*^were rs^^^ 

*^ithi,Ut {he i 'hry^Ur'r VoUT,4r$ ptoi ir. tht oiimparison ^rroup. the ejttimatcd coefficient* 
re rrju^riitJ ir> iMv A'l ol the appetulix. 
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Table 16-7 



ENROLLMENT IN TRAINING AND 
GENERAL EDUCATroN PROGRAMS AFTER LAYOFF 
BY TYPE OF PROGRAM 





Type of Program:! 


PutkipanU 


An - 

Pibgrmm^Eligihle 
VVorken 


Cbmpaiisbc 
Workers 




Percent E.nroUsr6 in: 








OJT prop'anfu 


4.3 


3.0 


l.S 


♦''beat io /let Mhical 
program* 


25,0 


13.0 


7.8 


Business '^Hool 


i.o 


0.4 


0.5 


High school, GED, 
education 


1.1 


1.6 


6.8 


Community or junior 
college 


14.9 


8.0 


6.5 


College or graduate/ 
prbfeA&idhAl school 


1:6 


1.0 


0.8 


Other 


2.6 




_ 0.8 


Percent Enrolled in Any 
Training/Education Program^ 


47.9 


28 b 


23.9 



NOTE: ErsroUment U fielf-reported from the interview. 

*thi4 i» than t fiie: »um of the percentaigea by category Se'i^AUie of !nultlp4i7 etiroltincnU 
for individual workerj^. 
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subsidized training?* When the *3ffcct on the training: enroilment of 
prORram-eliRible workers is converted to a participant effect by 
dividing by tfie participation riLte. participants are found to be 
approximately 20 percentage points more likely to enroll in training 
than ^ liey would have been in the absence of the program. Therefore, it 
(J(>es apfiear that the Downriver BRa program significantly increased 
participants' access to training, 

There are also differences between participants, program-eligible 
workers as a group, and comparison workers in the type of training 
pursued. Downriver ERa training programs were mostly classroom 
program.- in specific vocational or technical areas^and these programs 
\v* primarily run by local community coljeges: Th[s is the reason for 
the large proportions of program participants who indicated enrollment 
in either community college or vocational/technical programs; the 
Downriver ERa program was not listed us type-oMraimng option in the 
survey instrument. In contrast, a relatively large fraction of comparison 
workers were enrolled in general education programs, such as adult 
education or high school degree equivalency prdgrarns. Thus, the 
bownrwr ERa program not only trained more participants than 
Would have occurred in the absence of tlu l)r()gram, but this training 
was also more likely to be in vocational/technical areas. The. remainder 
of this section provides a preliminary assessment of the performance of 
these first>phase training programs in reemploying participants. 

When comparing the relative impacts of training and job search 
as^-iistance on reemployment rates, it is iitiportant to keep in mind the 
time frame for which reemployment rates are calculated: Consider the 
reemployment rates for participants at diff<?rent points after tbe date 
they enroll in tfie program. Initially, the reemjifoyment rates for 
participants engaged in training should be lower than those of 
participants who are exclusively involved in job search, because 
trainees spend their time studying, not s^^^rching. However, after the 
trai ning perio d, the reemployment rates of trainees should begin to rise 

•Under trade Readjustment Act ^^latidns in force during the study period, ^or^ere 
not immediately able to obtairr^altable emj>Ioyment and whose reemploynient cou.d be 
improved Iherebv. mlRht be selectwi or referred tc training by the state employment 
service rt-^pbnsJV>Ie for disbursing TRA.pay men ts. Training could include eiiheron the- 
jdb or vocatiojLsLtraining. with the preferr^ method of ^taining offered without cost 
through the CETA pr^ram. If suitable tr«ming could 'l be provided in this manner, 
the employment ser\ice was authorired to rcimbui^ tht^agehcy or p^^^^ 
ident^fitjd to provide this trairifhg. so long as the train iisj? was approved by the sLat^ 
vocatiurUl education agency as meeting the standards of adequacy n?quired by the 
applicable law. 
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if tlu- traihiiiK^ i> vffvcUvi*, Obviously, it. would not be appropriate to 
oKaluate tl)e relative effect of training? durih^^: the KTiocl in which 
participants are still in\olved with their studies, as some lime nrust be 
aiiowed to deti»rmlne whether trainees can, in fact, find jobs. At the 
same time, it is important to recojjfnize that training does imi)ose a time 
cost on participants that may l)e rni^asured by their forejrone earninjcs 
arid included in any cost-benefit calculsi'vion. 

Table Hi S illustrates the time pattern of these reemployment raa^s. 
Reemployment rates have been calculated by the number of months 
from pro^^ram enrollment, separately for participants enrolled in 
training and those on'*^ receu ing job search assistance frrm the 
|)rogram;* Reemployrnfjnt rates for participants in training are lb\ver 
than those for job-wsearch-only participants through the first six months 
of program enroilment. which ii> roughly consistent w ith the fact tirat 
Downriver KRa training pn>grams average eight months in length. 
After that periul. the reernployment rates for trainees are higher, 
ep'iihg with a 9 percent difference in the twelfth montii after program 
ernollmrnt. Tlie difrerehces are suggestive only. Because of the sample 
sizes, the stahcJard errors are UYo large to draw statistically significant 
conclusions. 

Moreover, these results have hot been adjusted for the confounding 
effects of differences in a\ s^rage characteristics between the 
participiiiits receiving training ser%'ices and those receiving only job 
search ass istance. It is likely that these two groups will have different 
eharacterii^tics because, as noted earlier, the operators of the Downriver 
ERa progrurn N; Iected participa for training according tJ some 
relativeiy vvell-ciefihed. guidelines. In particular, participants were 
selected for training if the program operators decided that they both 
needed the training to find a new job arid that they had the abilities 
required to benefit from the training. 



•Thf.sc (iala arc time censoriHJ: that w-viie jj^li^^tri pants are ol)^n for less than 

tuv'>r nmriths aftor pro^rram onrollni«^nt andl, u: ihat time, ssre stiii not employed. 

Rt»n<ovinikr thestM)[)MTvations from thi<' s;t ;,i|f,ii^ wouihi bias the rwmpldymvnt rates 

upward: but. at the .>ame time, an oIm-htv iltiwh caninot provide any information about 

rtt»rT^pluy .Tu»r\t rates Ivyond the p<)i)U of ceTis*^)rinK{. To deal with this problem, the 

rt-eni ploy men t rate^ are corn pu ted in Vifl^ iJ^bk 'framework. Tpr exi.^i period, the naml>er 

of VL()rkers a: risk of t>einjf unemployed^ fecrrmined and divided i^ito the numl>er of 

vv(.rkers findin>r employment in the I^riod. This is an estimate t>tthe_probabn[ty of 

reemployhieht In that j)eriod: ^iven that a f)erson has not yrt found employment, h^. The 

rtrmplovm^nt rate ihroujrh pHTiod T is calculaltni as _ ^ 

1 — TT (1 - h-l. 

t- ^ 
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Table 16.8 



REEMPLOYMENT RATES BY MONTHS 
FROM PROGRAM ENROLLMENT 



Months Crbiti 
Program Enrollment 


Participahtt 
EnroUed in 
Clasaroom 

Triihirtg 


__ _ . . 

Pafticipanti 
Enrolled in 
4ob_ Sicarch 
Only 


Difference 
. in Bcempjoj • 
ment Rates 


1 


4.5 


6.1 


-1.6 




(2.5) • 


(2.9) 




2 


7.5 


12.1 


-4:6 




(3.2) 






.1 


13.4 


19.7 


-0.3 




(4.0) 


(4.7! 




4 


20.9 


24:2 


-3:3 




(4.7) 


(0.1 ) 




5 


31 3 


28:8 


2-5 






(0-4; 




b 


32. C 




-0.5 




(5.7) 








40.3 


37:9 


2:4 




(5.6) 


(5.8) 




? 


49.3 


42.4 


6:9 






(5.9) 




9 


52.2 


47.0 


6.2 




(5.9) 


(5.9) 




ID 


53.6 


48.5 


6:i 




(5.8) 


(6.1) 




U 


56.5 


50:0 


e> 




(5.7) 


(6.1) 




12 


59.3 


50:0 


9.3 




(5.6) 


(6.2) 





NOTE : The sample ihciude« prjj;r^ ^'^rbUed in job Search only or 

classroom training, who were not reempJojfAdJ^fcynLP^ 
There are sixty-fix job search -ind sixty-seven classroom training obsenrations. 
To adjust for jhe cehsOTihg of the bbi«ei^ation period, th«e r«efflployra«isa- 
rates are estimated from the penG^-bJ^period cbhditibhal probabilities of 
reepsplw^-jni'-i^ in a life Ubie framework. 

* Standard eit'pni. tne i^mployihent rate are in pireatheies. 
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Table snrnriiari/.(»s the findings about the marginal effocLs of 
training on ri eriif>lovriient ral(»s. The first coliurih shows actual 
rooniplo\ nienl rates for participants by the type of pro^ngri service 
received; The second cd'tuntn displays the difference between 
reemployment rates for trainees and participants who only received job 
search and placement assistance; this is the unadjusted marjfinal effect 
of training on reemployment rates. Note that the ri^c'mployment rates in 
table IG-V? are higher thau those in table lil-X. This is because the rates 
in table 10-9 are measured over the entire ]>eri(Ki from layoff to 
interview, which makes tliem comparable to the rates in table IG-6, 
rather thjih only until twelve months after pro^rram ehrpllmert. But the 
results about the marginal impact of traihin>r in IkitH tables are the 
same trainees are 9 percent more likely to l)e reempioyed than jbb- 
se a rc h -o n 1 >' participants. 

The niarjrinal effect of traihinK* is cut in half when the data are 
adjusted for diff<*p'nces arnoSR the participants: Thoi>e results nrv 
displayed in the tlum column of table 16-9: To obtain these adju;^5\'d 
results, the stu/rly estimated a reemployment model for the parH.- 
only. Ri>?ht-har;vd-;sidie vjitriibles included all tlie control variable^ u 
earlier. dichotor/)<' iii^iables indicating" enrollment in the various 
types of training, and variables representihg the (Kcupatio dflhe 
layoff job. Tliie tK'cUpatibri variables were added to control further for 
the effects of differences in marketable skills betvveeh those 
participants who did and did hot receive trainihR. For this reason, Mie 
variables were specified at a detailed level, distinguishing assemblers 
from machine operator;*^» for example, in the jfeheral class of operatives. 
As there are no grood measures of ability to benefit from training, it is 
not i)ossible to assert that this model adequately^ontrois for bias 
introduced by the assignment of treatments: Furthermore, there may 
be unmeasured characteristics of the participants that differ between 
trainii.>( and nontraining groups, such as motiv^itjon * Itecause at these 
caveats, thv adjusted estimates of man;inal training '^fftx^ts on 
reiniploymerit mUst bc^ treated as prjliminarj' and int?rpreted vvith 
caution. 



•Thr study esliir^ttH] several ihstriimohtal variables modclsjrcalinjp: the training 
\ ariabU's as cniioRfnous, and the resuiiinjf ♦ stimaies of the. marfr'" .il traininsr effect* were 
v»»ry unstable. This is not surprisihjr. ^^ci'aUse it i.s ver>^ difficult to define instrumenji tliat 
aro oorrclatkd with the prop<*nsity tc tram but not with the probabiiity.of reemployment. 
This tJifficukv is compounded by the propensity of Downriver ERa staff to as&ijrn 
participaht.< to prnjrfam services bsLsi^ on their rilstive empinj-abilUy: In addition. 
U'cause of th;^ uniquenesr. of the unemployn^ -r irobicm bein^ s^tudiuni. a fixed -fffccls 
apjiroach t<> dealinK \v ith lirimVjLsured heter^**- 'nity is not feasible. 
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table i6-9 



REEMPLOYMENT RATES OF PARTICIPANTS, 
BY TYPE OF PROGRAM SERVICE 



Actual 

Reemployment - 

Rate Unadjuited • Adjusted " 



Program Service 



Job S^'afch and Placement 
Assistance Oiily 

Any Training Projgfam 

iiigh-technoiogy 
class size programs 

bl'ltier class si/e 
programs 



Existing programs 
offered through 
local, educatibhal 
institutio^js 

On-the-jijb 
training 



67.1 
73.9 

50,0 

80.0 

73 9 
81.3 



Marginal Effect of Training 
bh Reemployment Rstei: 



9.0 4 3 

•17.1 -18.9 

X2,9 il-0 

6.8 7.i2 

26.7 1:0 



*this IS the differ«>nce between training and job-aearcH-bhly reempioymerit ratee: 

^Ajprobit model of reemployment with variahles indicating the type of «ervk^ 
received was estimated for participa^^^^ rat^ by lervic? er.; 

predicted^ using the average characteristics of participants. 

'^On-the-job trainliig recipients are reemjjlbyed if they held a job sfter exit from the 
program. 



Not only is the size of the marginal training effect reduc^^^ but the 
effect is not statistically sigriificaht in the adjusted results^ This may be 
a problem resulting from the smal! sample size; only 165 participants 

were available to estimate the reemployment model. There are^ 

however, some interesting differences in the estimated effects by type oi 
training. The high-technolo^ class-size programs in nutr control 
machine operation and electronics, for eximple. appear to be less 
effective than job search a^istarece only. This result rriay reflect 
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oiR'ratiohiU phililt^rns vncoiihtoml with one of these courses, which was 
riih l)v ;i j)h)])n«»tary ihstituiioh under contract to the Dowriver l:Ra 
pro^rram. Other class-size prosrrams designed specifically for the 
j)ro^rram sectii to ha ve worked better. Participants enrolled in existing 
training programs at local off tcational institutions also had hi^rher 
reemployment rati»s than job-search-oruy participants. Finaily, the 
reemployment rate for participants in on-the-job training: (OJT), 
measured by only counting as reertlpldyed those individuals who were 
employed after their OJT contracts had ended, is riot sigriificaritly 
different frbrii the jbb^searcli-prily Kroup iri the adjusted results. This is 
('orisisterit with ariecdbtal evidence tiiat on-the-job training" was reserved 
for participants who hau rieitlier marketable skills nor ah ability to 
benefit from classroorh training' programs. 

In summar\-; ajthough the Downrjver ERa pro:?ram had a large 
and Mstically significant effect iia increasing the amount of training 
nceive J by participants, trainees as a sirroup were not reemployed at a 
significant iy higher rate than those participants who ju:>: received job 
search arid placement assistance. This firidirig dc^s riot riecessarily 
iriiply that trairiirig is riot a cost-effective optibri for assistirig the 
reemplbyriierit bf displaced workers served by this program. SucJi a 
finding may be due lo r^veral measurernent problems. Firit. and most 
important, if the most ''needy** participants were assigned to training 
but the study has not completely controlled for this factor, the 
estimated training effect c * :_i bv 'onfounded with a workers potential 
labor market success in the absence of the proram. Second, though 
statistically insignificiint in this small sample, the size of the estimated 
marginal effects of some training programs suggest that they may have 
been effective. 

Third, the study rilay be uriderstatirig the Ultiriiate effect of 
^ trairiirig if trainees are riot observed for a sufficieril lerigth bf tjrrie after 
they cbrripiete their cburses. Trainees have to search for a job that uses 
their hew skills. At first glance, it does hot seem that this^ is a serious 
problem for this study. Most participants enrolled in the Downriver 
program during the third quarter of 1989. and trainees spent an 
average of eighj: months in^training. Sine? the partic pants were 
interviewed during the summer of 1982. this gives ai. iiverage of twelve 
months to observe trainees after they exit their programs. However, the 
labor market in the Detroit^rea was one of the most depressed in the 
nation during this period and. therefore, job firidirig may have beeri 
difficult, '^lirtjclarly for eritryMevel pbsitibris. In additibri. Etowririvtr 
prbgrarri staff believe they have been **ahead bf the market** in 
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drvclopihK ^omo of their classnwm proRrams; althouRh demand for 
certain skills was in evidence, the volume of this demand developed 
more slosviy than anticipated. Further work on the patterns of 
ree?Tip!i7nient rates over time for trainees and nontrainf'^s may 
detrrnilm? whether the relative reemploy ment rates for trainees had 
»taiM!iittHi ut the interview or were still RrowinR. 

Program Effects on the Emi'Jftynienl Rate 
from Layoff to Inter\iew 

Program effects on reemployment rates, though important, do not 
compleu^ly describe the impact of the Downriver ERa program on the. 
labor fnarket success of participants. The employment rate from layoff 

to interview— weeks employed divided by weeks in the p:.'riod--is a 

more comprt^heni^ive measure of time at work. In addition to reflecting 
whether an individual was reemployed. tJie employment rate varie? 
with the number of weeks from layoff to the first postlayoff job and 
with the stability of postlayoff employment through the interview date. 
For example, even though the program had a positive effect on 
reemplbymerit r;.tes. it could ha%'e no effect on the erriplbymerit rate 
from layoff to interview if participants took a long time to find that 
first postlayoff job and. having found !t. stayed on that job for only a 
few weeks. 

The approach used for measuring projpram effects on the 

employment rate is similar to that used in imeasuring the reemployment 
rate effects. First, models were fitted to obtain the program effects on 
eligible workers, holding constant worker characteristics.* Then, 
program effects on participants were calculated by dividing the 
program effect on eligibles b} the prograrh participation ra|^. 

Using either comparison group, as shi\swn in toble 16-16. the 

Downriver Klia program is estimated to have had a statistically 

significant (U percentage point) effect \u this case, the coefficient on 
the' program-eligible variable in the regression model measures both 
the progr am effect and the effect of differences in unmeasured 

•lo additio'' to the variables in the reemplbyrheht rat« model, the steady included 
dichotomous variables for the layoff occupations of craftsworker, white-collar worker, and 
senice worker/laborer. Aitboufch these variablec were not significant in the _ 
reemplo> ment rate rr^odel, the si u^5y did fin^ that, hojding constant the other included 
worker characteristics. craft«workers have a hiieher emplbyrheht rate fi^m 1^ 
interv iew ihan operative (the residual category): All models were estimated by ordinary 
l^st squares, with and without th*- Chrysler Foundry plant in the sample. 
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Tible 16-10 



PR0GRAM EEFEGTS ONJTHEEMELOYMENT RATE 
FROM LAYOFF TO INTERVIEW 



Type of Ahalytui 

Using Lear-Siegler and 
CHryjIer Foundry as 
Co sparison Plants: 

Program-etlglble workers 

Program participants 

Nonparticipating 
eligible wdrRers 



Employment 
Rite(%) 



-EAinated Me«i 
Employniept Rate 
in the Abience 
of the Profriin 



32.4 
32.9 

32.0 



27J 
22.1 

320 



Pro<rmm_ 
Effect* 



5.3* 
10:8* 

b 



Usmg Lear-Siegler as_ 
Xbfe Comparison Pi 3nt: 

Program-eligible workers 32.4 26.7 5.7* 

Program participants 32.9 21.3 It.©** 

Nonparticipating ^ 

eligible workers 32.0 32.0 0 



NOTE: The emplpyment rate equals employed from layoff to interview 

divided by total weeks in the period. 

•Regrwion mpdeU wwe uied to estimate 

effiCi^ntM iiid t-itatiitici are reported ia table A4 of the appen<Ui:« Aaaiunini^np 
program effect on nohparticip^^ worlteri. the prognta effect on^artici^ 

panta equals. the_ program effiKrt_pn e^^ the program particip ation t aift, 

Aiteriiki4ifdlcate that the program effect is sUtiaticatly signifkant at the 5 percent 
or 10 percent (*} levels (two-tailed tMt). 



characU Hstics on the qatcome variable. Therefore, the results in this 
section must be interpreted with caution. 
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SUMMARY AND CONCLUSIONS 



This chapter has presented strong evidence that the first phase of 
the bdwririver ERa prdR:rarn had a relatively large effect on the 
reemploy merit rate of participatirij? displaced workers. The study 
utu^mpted tu tietermirie the relative effects of retraining arid job search 
^ssii^tance on reerriploymerit, but sriiali sample s'lzjs arid specificatibri 
prcblerns preclude firm conclusions in this area. Turning to other 
measures of labor market Jictivity, large positive program effects were 
found m the employment rate from layoff to interview. 

Kinally, it is important to place these results in their larger 
cdrilext. The cdnclusidns drawn here apply only to the Downriver ERa 
program. (Jerieralizatidris from these specific findings to new directidris 
iri public policy must be riiade with care. All the results are dependent 
in soriie measure on the erivirdrimerit iri vvhich the prbgrarri operated 
arid the way in which it was managed. 
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Table Al 



MODELS OF REEMPLOYMENT FROM 
LAYOFF TO INTERVIEW 





Uiing tear-Siefier and 
Compariabn PUhU: 


Using Lear^Siegl "r _m_ 
the Compcilson ncnt:_ 


Variable 


OLS 


Probtt 


bts 


Probii 


Constant 


1.03 
(5.36)* 


1.97 
(3.06) 


,942 
(4.36) 


i.67 
(2.36) 


Prt)|;ram Eligible 


.069 
ilM) 


.222 
(1.89) 


.108 
(1.89) 


.336 
(2.49) 


A^e in Yf ars 


-.025 
(5.83) 


•:092 
(5.67) 


•.025 
(5.02) 


^.087 
(4.83) 


BlaoK f 


(6.57) 


■:7db 
(6.19) 


-.205 

(5:00) 


.623 
(4.82) 


Not Married 


-.111 
(2.56) 


•;344 
(2.42) 


-.095 
(1:86) 


-.296 
(1.77) 


Has Children 


.008 
t.208) 


010 
(.074) 


.006 
(.138) 


.002 
(.012) 


Years of Work 
Experience 


.022 
(5.06) 


.082 
(5.01) 


.020 
(4.14) 


.074 
(4.0&j 


Years on Layoff 
Job 


-.008 
(3.20) 


•:028 
(3.24) 


-.007 
(2.48) 


-.025 
(2.60) 


Years of Education 


.037 
(4.86) 


:1X5 
(4.80) 


.031 
(3.62) 


.096 
(3.55) 


Weeks from Layoff 
to Interview 


.0002 
(.171) 


•OOOl 

{.0A%) 


.001 
(1.19) 


.0(?3 
(.947) 


Unemployment Benefit 
Replacement Rate 


-.267 
(4,24) 


•:85€ 
(4.19> 


-.303 
(2.30) 


•1.00 
(2.39) 



Sample si« 706 706 S26 636 

NOTE: The raxnple includes ail program^igible ihd cdihpanson workera In the analyaS 
sample >s ith complete data for the explanatory variablei. 

•t -statistics are in jaren these*. 
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Table A2 



PR0BIT MBDEtS 9F REEMPfcQYMENT FROM fcAYeFF 
TO FRenRANl START UP 



Variable 


Chrysicr Fouadry aa 
Cornpariaon PlSiCi: 


Using Lcar-Si«gler aa 
the Companaon Plftrit : 




(.460) • 


(.760) 


Pfogfafn EIiiKi^ii^ 


^•143) 


(1 24) 


in 1 f^ars 


•.Ob Z 
(2.65) 


•.Od7) 
(2.67) 


oiacK 


-.417 
(2.41) 


-.371 
(2.04) 


Not Married 


-.636 
(Z.44) 


-.57:i 
(2.48) 


Has Children 


-.200 
(1.06) 


-.263 

a.2d) 


Years of V*ork 
Experience 


.057 
(2.51) 


061 
(2.64) 


Years on tayot f 
Job 


•.<^28 

(i.ys) 


•.02e 
(1.74) 


Years of F laci tion 


068 

<:.fe2) 


.082 

(2.055 


We^ks from tayoff 
to ?* >grarri Start 


032 


.034 
(2.35) 


Weeks from layoff to 
Program Star , required 
(xlOOj 


r:002 
(.101) 


•:014 
(.523) 


Urttemployireht Benefit* 
B/t>pUcem<^at Rate 


-.872 
(2.32) 


.250 
(.434) 


Sample Size 


710 


539 



NOTE: The sample includes all pragrana«eiigible end compariaon workers tyi the 
anatyiis sampie with complete data for the explitiitory variablei. 



* t-atati/^tlcs arc In parentheses; 

2?i 
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T«6te A3 



PROBIT MODELS OF POStLAYOKF 
ENROLLMENT IN TRAINING OR EB^'^^tlQ N PROGRAMS 



/3.C0J* (2.14) 
Prugr.m eligible ,^.370 



Agi ir. years 



Sample &i2e 



-.001 -OQi 
(.089) (:080) 



Black .294 ^^164 

(2.44) 11.17) 

Not tmrvw<\ .038 .060 

(.266) ( 346) 

Ha^ children ^.036^ 102 

(:267) (.633) 

Years of work experienc -.016 v anii 

(2.05) <;828) 



Year* on layoff job '-^2 00%^ 

(.214) (.815) 

Years of education .088 v^ ?!? 

(2.98) (2.l3f 

Occupalibh of layoff job : 



WhiK coll.r worker -.229^ ^-.3|7 
<>.ru worker ^.1|0 

Service Wvvjrker /laborer .062 H? 

(.296) (1.08) 

Uriemploym^'nt benefit* .503 

replacemeht rate (2.34) V-l'^^^.-f 



6tl 526 



NOTE: The sample ihcludei ill profram-«ligihi« mndLcompiuriaon. worker* is th« 
MiaJyr ^ iirhple with complete dsts for the explanatory vanatiea. 



•t-t^tati«ticsari» in parehtheset. 
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Tiiti* A4 - 

OLS MODELS OF iSMPLOYMENt ' 
FROM LAYOFF TO Hv"! fiRVIEW DATE 





_Chry_iliw_Fouii3jr^ j>a 

ComDariaon Planta «659) 


ComDariaon PUnt fN«508) 


Emplcpnent Rite *jx>r\ 
Liyorf tolntmtew ' 


£ni|4o«fii#nt Kmi9 tmm 
tayoff to Intir i«w 


Constant 


37& 


404 










053 


U57 




(2.12) 


(1.91) 


ii I cars 


__ _ _ 
•.013 


-.014 




(4.50) 


(4.00) 


Black 


•144 


•141 




(5:93) 


(4.81) 


Not Married 


-.IC6 


.122 




(3.65) 


(3.39) 


yjis Children 


.082 


.021 




(.303) 


(.636) 


of Work 


.012 


.013 


Experience 


(4.32) 


(3.78) 


Years on Layoff Job 


-.007 


-.007 




(4.09) 


(3.37) 


Years of Education 


:025 


:025 




(4.72) 


(4.02) 



Unemployment B^- refits 
Repiacenieht Hate 

Occup&tjoh of Layoff 3c b : 
White cblUr^ 



Craftsworker 



Service worker/ 



--.002 
(3.59) 



.019 
(.349) 

.064 
(2.42) 



-.002 
(1.89) 



.019 
(.286) 

-048 
(1.49) 

-.014 



NOTE: The iMiitiple iiicirdea all program-eligible and ccHnp»ns6h wcM-lc^rs in the 
anmlysU sampl.- with complete da .a for the explanatory variables. 

*Oefir>ed aa the hutrber of^eeks employ^ layoff and the interview date, 

divided by the total number of weeks '^a jfhe period. 

* t-«ta*iatic« are In parenthes^f / 

^B;i«e category is operative 

^includes professional, techt^cal, managerial, and clerical workers. 
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BURTS.BARNDW 



The Downriver 
Community Cor^erence 
Economic Readjustment 
Activity Program: 
Reactor ConiYnents* 

The chapter by Smith,. Kulik, and Strorrisdorfer bri the Db».\-ririvo 
Keononiic Readjastment program (Downriver ERa) presents the ilrst 
major impact evaluation study of a program f^r displaced ^vbrke^'^ in 
recent years. A major strengrth of the chapter is that it rceof?hi7..!S the 
seiectidri bias; problems that frequently ptaRUP evaluations of 
hohexpjeriniental programs. To resolve this p'-oblem, the study 
compared all thbs<» eb'gible for the pro^rram with workers from ether 
^lant^ and used these estimalos to compute (he effects on partiripants. 
Th !> apiir'>ach . ^ a gbbd method of dealihjl: with {Me problem of self- 
M'lfctjin into the prbjrrarh. 

There are three area^ bf concern, however, with flhe technical 
approach of the paper: (1) the chuice bf butcbrrie variables studied. (2) 
the time perio^^l covered by the evalUatioh. and (3) the chbice bf 
rumparison planL^. After (ii^sCusKinj^ these three issuers the policy 
iniplications of the study will be? addressed. 

A fiindamental issue in all evaluations is the choice of ouicorhe 
ry)rasures\ There are many criteria upon which the Downriv^er program 

may i)e jud^rtHi. but the chapter focuses almost entirely on the 

reeiiipioyment rate— the perrentaR-e of people who ever worked at all 
aftr r tHMP j? laid off. AltHnuRh this is an outcome of interest, it 

•Thi'M* (v.f;inu rju.an' if so ot iH** author alone krul uo not ntvexsariiy rt^pteseni the 
;M»-ii:'»n of [i]''- I* ^ Df'jhkrtnH'ht of I^U^r. 
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•infortimiiteiy repeals siTv little about t^he project's ^v6rth^The 
retirntilayn ent rate euunis a wurkor whw holds a temporal' three-week 
joh ilmrui/ the tvvo-year po>tlayoff pe-iod exactly as it counts someone 
\vho uork:^ >ix months, one year, or the entire two-year period: 
Althou>2:h the extremely io\v reemployment rates for both elif^ible and 
eoh;par].v>n plan: workers tell much about the labor market situation in 
the l>eiroi: area— about bne-half of the cbrnpiirisdn plant uorkers and 
one-^tiird of the projrram-ebjrit! le workers never y/brked at ail during 

tnt.' pt'TiUU — l^Tt^ ^mit ».iriic ^ ai ^auixr pT_v' i«ez»_«yvr_«_««*wi *ii*»^FLrii w tt^tyr 

tits:ide how s ubstantial n^re the benefits of the Downriver pri^r^m. 

Thf study ali^o uses the employrrieht rate as a iiecond outcome 
mea>are. The empluyment ratf* is defined as the percentage of time 
employed from layoff U) the inverview: Althaujjh this measure is more 
useful than the reemployment fate, it faiSv ic capttsre any information 
alKtut thf (jualilv rjf jobs [jeople hold. T^'(^ workers who have much 
differeru .va^^es but work the same amount of tilvjo are considered equal 
by the s^ady. 

Enrninixs comprise a more useful outcome measure 'because they 
incude iKjth the quantity of employment and the quality T the job as 
measun^d by the wapre. Earnings <^ms are the preferr^ i measure 
l>ecause they also f)ermit a direct compar'<on of the benefits of the 
program to the costs. Of course, earningrii should not be the sole oateome 
examihetl, for it is useful to see whr-'.her earnings gains resialt from 
increasf-s in employment, wage rates, or both, 

In an earlier pajx»r. Smirh. Kulik. and Stromsdorfer did estimate 
the impact of the prbjrram oh c;\rhirigs and wage rlities. Among 
participants who worked in the r>6stlayoff p^rioc.. t: ^^.^eah wage was 
S8:2b i)er hour ^compared to a mean wage of .^9;^' / r . ^^ir on the 
prelayoff job), w ith an estimated protr^am impart' »: ^k ' oh S1.35 and 
$2.r>() fHT hour. The estimated jmpact on earninK^ >arti_cipah:s, 
whether they worked after being laid off or not. ran- .j from $64 $95 
per Thesi^ estimates are higher than one ^.ight expect, and it 

would have been useful for the e.slimaU's to be inc'ludf 1 in the chapter. 

A M^comi area of eo.icc-rn'ts the time period covered by the 
evaluation. Hy cbhductirig the ^l^:Jy^^is from the time of layoff to a point 
in tirhe approximately two u ars iater. three distinct ^eri^cds for the 
participants are comhihed: ( I ; tlu^^ tii l)etweeh layoff and enrbllrrient 
in the projrram. i2i ' lie i^ll kI n\ xbict} [participants were enrolled in 
the I)(jwnnver pro;fram. and the postpiogram fxTiod. The period 
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he wtH*?! l;i>l^^^ i-nroUtrvv^i >houlri Ik? excluded fniiin t evaluationi. 
if possihie. aun^ l.ilHf market expcriencj:^ (iu* i^i^ t-M^ ; /i iod cannot 
be attribut it lo t/:e prbKnim. It j:^ useful to study the ih-prwr.-irn 
exi>t*r:enees of participants, but for evaluation purposes it is preferable 
to eoh>i<K-r the ih-prpj^rHm and ppsiprbirrarh jx '^s separatiely. By 
.-<*j^ara:)hi^ the j^eriixis, the study could examine the benefits of the 
pp "jram in the |x^.-^pro^?'ram period as well as the opfxjrtunity costs of 
the r.r(ij/ram dtjr.nfr the in-p)roj2:ram period: 

It ^huuld be notw] that there is no easy -vsy to dis ide the time of 
the eompar:>on plant i^iembens :nta the eq, livalent of preproprfam. in- 
pro^^ram. and pu-ipro-irrsm periodr:, Because there was a ^rreat deal of 
variation m the three f>t»H(xls for llie treatment jrrbup, it \vGuId be 
nfC(--:m lu .simulate the lehj^tH of time jn each status for rherhbers of 
th- (irn|Kins<;n_i:K.jp. It rvi^t' be useful for t.he researchers to try ^uch 
M . in futu/re ork on this pr/;>ject. 

Tht' third unKi of corwvrn !> tht^ selection of comparison plants: 
unrkrr^ w ithin each |:larit should be assi^rned randomly to 
t? eat nun: or e(vntn>l group status, but. the Downriver desi^;n n^recluded 
;i ela--ieal expt-rimentai design. The resi'arche'"s had to rely <!jn fifidini? 
eotiij)ar:>< n piant^ that matched thos*^ in the pf u^rram ^s closely as 
p<>.-sir»le. K\rn if fhebbsi-rved char \ctenstics of tro workers in the two 
vrroiip> apjK-an-ci tn h.- >irTiiI^r. the iob skills of u'orkers in ohe set u\ 
i)la:;l- may 'r\:i\v in-en i:unc rrmrketabit^ in the Detroit area, leading the 
^iu<iy ar.'Uy^i- tu fin-: a biast-d estiii;ate of the ihipacL 

Tht r'f ui'Te. hiiwe'vcr, .s^)me siKJiifi^'i'nt differt nc*\s between wjrkers 
f'-ctn ihv iwn cro:jp>; t'riless the ^tudy nude' is j^erfectlv :'^pecified, 
th,-M:» diffen " res may l^ias the an^ vsjs: For example, when compared 
tn !;{e i)rn>:r.{.;» < ip-ihir workers, et ii.parison ^roup vnv ,.ts were older. 

re j)fien married, more iik " to be black. n.^M* likely to be 
er:ifl>u nrker>. and nad lirAc;- >";i^re^. Layoff*- for the com{iaris<3n group 
(K\ !;rrt(l .^ivrritlicantiy laltT i-hari for the projrram-eli>r'*)iie workers, so 
j't. V. ere hot tracked a> Ikm)^. This ;*ou!d easily caj^j c^iTjoMs j)robIems 
in i -iini,iiti) - :hc pn^rram^ ihipacl. even though the study did use one 
Mmplr iTivthod to attemj?: u» corrvct tnis problem. 

Kmally. as .tie chaf>ter poin's -mt. the comparison plant Aorkers 
diffenMl ^rr>atly in the .:i ' ' earnimjjs replacomen. rate of their 
uneinpioymerit benefits: A', orit the two !'.N)mparis^}n plants, the 
re;'I:u't';. : nt rate was al)(r,t fiO /^^rcent. which wa.;; the rephicemenf rate 
for \nv proKrrani>eii^nl)lt i:n- f \t the other piant, howLner, the 
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earnin>rs reijlaceriient raie^'as appruxi ivJ^tely IQU p/hreht because of 
Traeic Ailjustmerit AssUtance « TAA)j)a> n..vhU. OHvibuMy. workers at 
that piaht had a much different WiCenii^-^ to searcu for work. In 
rt?.trus|.'ec-t it would clearl:; have been better t > pick cornparison plants, 
vvitii t-arhinKS replaoement nite=i more like those of the pro^rranTi-eliRible 
wijr>vr evt*n if it wtrre hece?;.^r>- to %arj- some of the other 
char.i' lyrist ic^ a Ir.t rribre. 

k^^iiced workers r-.re currently a major conceni of: n y^e l.i the 
empiov ji ?nt '^xxi trair .njr field, ariu Title IVi o: the Job f raining 
i-vtn»iei>h>- Act i}t Tl A ' ^v^honzf i^ pro^rnv^ /iS to ;^er\e such workers. As 
The f' -V n\d]or evalaation effort in uMS ihe Dbwnriver ERa 
Dii yl':^tv: wiP j^' viewed widely as_an exampCe of what may be expecied 
fh>m such pro^rram^. in spite of the evaluation study*s careful caveats, 
hbw tM r, mere is a danger thu . -ome may read too much into the 
finiiih>r<. I is therefore worth callinsr au^^ntion to some of tho reason 
'A hy U i^ unw to >i:ener;i!ize too much from the Down river evaluation. 
TfK*,*-t^^ rvas<:jn-> '-ire as folkrvvs; 



• Projrram malic differences. In the Etownriver p^ojrram, 
cltth:im)iTi. ;rainin>^ p?Kictpanls receive stip<jnas. but in JTPA 
pKirticip'*hts ar. uhlik^;}' 'o receive stipends. This is likely to 
<Kffs^r L participation r?t. v JTFA programs a^ veil as tiieir 

• ^-.:n»--orim^^ntsl ^Jiffer-^ic^-v D^^-o: m^^;e urbaii area \vi},}i 

^'xfreiw' higTi '3r- . ?nt r ite. It would be dan^'erbupt to 

oxifrapolatt^ ih* Dow- : : v^j^ram finditt^s to are^i/ with 

m\;;K Aliffcreht " tjonbiiu*. -. 

• Stm^II lamplt- problems- R<vardless of how ^ypli^ar' any sihj?If 
dem.onHrration is. it always unwise to expect rep.ications to 

; r<xiujj*e the S3 me resuit^- 

• 7>i*hnical problems. A.^ hot<^(i e.w L r. some of the techr'loal 

' •;-rohlt"!n> in the evaluation may hiuv*- led to biased estimates of 
Ihe pro;rram s impact. 

• Seleciion .s prbblems: T\w Downriver Klla jirojsrram scafi 
made cot .erted efforts to assi^ a individuals to treatments they 
felt were mcK^t apprbpfiate. Thus a^ the ev^lr 'Mm study ^ 
stresses, one sHojU! i trot conclude that training is Ics . *^ffective 
than job st^arch assistance. 
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r-Vr rrin.^t iirijMjriiif jl U <hs fh>m the Du\\ rir'ver ERa 
iK '^i<iiv>tr;iliu?i prjj^raTfi.unfi il-^.t* valuation ^iiuiv deai -c win the 
sjM-i'ifir impiicis f<jurd than ;-v:th thf putontia! of tne.pn.i^ram^. T\Ve 
>tiK:;- -nwv. > :haL it is i)o>sibl(' to run prbj^rams for dUplact'd. aorker< 
a?:(i that a significant j)ruporiion of those elijrible will participate. It 

> :.,*v s tliat tritTf is a u ide rsrire of possible activiiK'S that can be 
(»ffr'r- ''L i 'oni >ini[)k- jot) st^arch assistaK-ce to lonp'-^c rm chissroom and 
>!i':r..r-j'.l» trainir-iT- Finally, iht* study shu^vs tnut ir :s j:H>ssib! for ti.e 
i)(' 'W"fi-t> >\.rh pruijrani> to e\cee<i their co>t>. 
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KENNETH MCLENNAN 



Policy Optisns Ib FuBili^ Ike 
Reemployment (^Displaced Workers 



. Structunil economic change resulting from improved productivity 
growth, increased international trade, and tfie movement of capital and 
labor to those inrfustrie^i in which * fie United States r/tr? a coriparative 
advantage is ej^ntial to raising the nation's standard u\ Jiving. In the 
long run. curttinuous changes in the distribution of resources, within 
snd simong industries, are cruciiul to th^ expajision of employment 
opjxirLunltieH for K'xxrt^rM and future generations of workers, as welfi as 
ix) iacrejUies in theii real earmlngs, the benefits of moving labor aha 
cii pilal re;sOurces to their m^ •* productive Use are greatest for 
cv'juisu Tiens and for the workers who move quickly to expanding job 
:i«>pbr..unitit:s in either theL own firm or ihdusti>- or in a different 
indust^v or (x cupawion. Tor sorrle firrr*. however structural change 
results im fewer jobs or the lc»s of all jobs. This means permanent job 
displaceiv;\ont for s^^rne workers and the prospect of long-term 
umemriayment. 

Sinci' sor;».iy receives "external benefits" fn^m strQCturpj ch&.nge. it 
long been rectjgni.::ed that pubi»c ;.olicy has an important rofe m 

Al * K N I ) V^' I K i yCi K M KNTS: Tti> an «ii I5 *w unci v ptwf tx p^ess^ in t his pip«r hs» ve 
# r.<»fitHj f^m diiunjsismns »ij;h tho CommiU<*^ for Economic Ik'vetepfr^nt Eli'; truat^y^ 
imi jAdv Ji«,>rj* ^crkinif on CKl^'?^ fort-^ctiiviinir policy ititement bri SrviSh:, " U.S. 

tht' ftuifior and tio n'^t nwvi&arily r*?T>/:'«**fDt th<W€ of mdiyiduiil C£t'i tru»t4?<^x^ or thtjr 
<>r^gr\iXktion*^Th€ ^ Jthor wixj^i u?^: ,ihfe Lbrfiihc Bnxiitef i*n<i Pk£fff Buc^^\<^ for 
AHsHistUncr in preoLrjf:}? thi* chAptrr. 
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faci!i_tatinir tht* ability of tht\labur forci* to ^jast to.phang^^^ 
justification for some fortri of public policy i!iter\ent!on in labor and 
efiucatioh markets is not in dispute. The major rssues are what level of 
ihl -nehtiph i.> necessary, what kinds of poUc^-eij ^.r^^ most likely iB 
improve the operation of these markets, and ho>- the costs assDciati?d 
with the ineviirble rvrJ^iiuBtme it of perrnanently displaced workers 
should be shared among diffeiv:^; groups of wdrke; :, iiiisinesies, and 
various levels of g(r ernmeht. This chapter discusses thepbterit;af 
rnitj^nuude of the disp?5cen^ent problem and presents federal police- 
options for assisting^ tiius*!' worker> ud /ersrly affeer^d by str^tursl 
change in tht- economy. 

DEFINING THIS r I.tCE)!) WORKER POPULATION 

M(ist workers who nee u//ierriplpyTnent are not permanently 

di>j>laced. Hy far Jhe lanc^I fTf; dp of workers laid off during ahv 
io<l of time are unemployed because of cyclical, riot structural, 
changes in lalK^r derriand. For example, m(^t of the iricrealc in 
unemployment since the 1978 peak of the business cjTfe when 
uhemployment wu:^ close u ti ? 6 percent level generally be|ie^^ to 
represent ful! employm^'nt. hus due to byoffs dunii^: the cy-encaj 
dovv rilurri. which oottonietl out/n 19^ with unemployment rising to 
Hi.8 pt^rcerit Ky Pecember 19S2. The proportion of these unemptoyed 
l^iecause of Ijtybffs ros^? Iroiri ^2 percent in 19TS to 59 percent in 19^ 
iF.ro, \ ntc Rii^Vd nf tlr P/f ^tdail The rc^maining un.omployed 

wc: -vers in each year were either volurit"*fy quits or new euilrants and 
reentrant's tn the labor ^urce who were unable to find jobs. Some of 
thrsi* iT^- aps were ^nemployiid bec&tisc of bupply-side s^ructur^ 
market problems. .nHuding [nsufficient skills, lack of l_aL»or market 
*»Xix\rience. anu otr.t r o^irriers to their emplo>'Ability^ For policy 
•lievolopment pur|x>>*>.^. hf>wc ver, tht-si: iiabor force r^articityarits are hoi 
^rt-fierrtr > ir.rl'idoJ ;;i the 'isplaced vrorker popxilation;* 

Imi ihe tiislocated worker populatibh was a relatively small 
suii j'^'V of tht' 5if iK^rcent of thr unemployed who were laid off iri that 
>ear. Aft^r the r^^essiun. most of these workers_ will return to work 
with ihei? pn^vi t'mployen?. although on av>?ragc they vvill hav^^ 
Mftvre ^ some s<n i>hteyn w»*t^k^ '^'^f unt*mpl<^yme'nt. 

*TWv h ^pu. unn of ili ;i.'.4C'*d Of kt-rs \> ynctt^^eti Ni;l»**^«riti3iily if the eff«_l o*" structuriii 
rte r*' <>ft ''M -'f f^i*- CO fin trf.nl ' a-^J *T^»nl. jui!!;* w us^ a cr iterion for deUnaig the 
ihy^ sit vil t*f'pulutM' 1 For j^roubs. ^)a.Mr 4?d\iCktion. Jir?:^ool-to-work trRn^i(,v*>n, W.bi'fr 
Nta.niianl> U^w^lat -.h. Siui (•naT^^***^ in \t asr ixxe^. a sour-.e of.fm. ,n<'injr f^vernm*»':t. 
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jf ri'hK'th ;»f lihir is u>i'ii a.sihe critenbh for defining displaced 
\V4irkr'rs. the jx^piilation of lulmr force ucirkers who have experiencea 
p4 ri,/itr> r.t iJ 'spldty ff'i fit has l>et*h extremely. small. If declininf? 
fHupIovrh' tjI hy indu-stry is used as a proxy for structural change in 
11*."<*' about [K-rcent of the lahor force had been laid off from such 
{* ies unci uixd >nffered unemployment for n - re than eight weeks 
^Vatii')tiai c'omrris^iun on Emplovmint Policy 1982); Ltrss than 0,1 
;i»Tcen: of thi- IriiK . force « .u^ unemplmed from the^ sml istrie> and 
e> ;k riehce^i twer.ly-.-^ix week.-, of iJuempIbyment. Indeed, if the industry' 
f**j;y»i vii"Vjjj«Vi s^'ofK^r i~ l^^i off ex^T^rhefrce^ a^j^^olute ^^ecular 
iiroiir.t' in e!ii|Jaynu nt. ori^ research siudy (Behdick 19S,'i) est mates the 
}K*rm:thfht -y »:.spiUv:-t^i worker population to be about one hundred 
tiu»u.^and Jk. r ; 'ir* 

The ii>> jmpTion that wurki^t f;»u.-t bt' laid from an industry im 
•Ahu-h i-i:;pl(.vrnrnt is declii.u^iv: ofir^^ih^tJ,^ beioire they re considered 
^iracturaMy unt'ni|i!oyecl is a nt iher severe constraint resuitirsg in 
rrlulivoly !<)vv e*>iir7^::tlc (/f the hVa/hitud^- -^f :te prof^lerri. For silni^ 
ih<la>trifN that arc criuracteriited by a few crnployers with, a dominant 
>h.are of Uic markt-l ahd/Jiat priRluce a homogeneous product in a few 
rna.u>r li>catior.>. ^i-ri absolute devJine in industry employment may be a 
ri*a>onalwc ;i-sun\ption for estimating the number of structurally 
uni-mpl(fy«:-(i workers in the in*,?i3stry. Rut. in many industries a decline 
in employriv^'nt by firm or w ev-Kabli^hment may be the relev'ant unit 
with 'A'ijirh to mea>\M't ;^ermanen: disjvjacenient: Workers who are laid 
off i)y ih'v closing or a >naail branch of the company may be 
permani-niiy (ii>p:acti^ be^cau^e the only other company facility is 
f>c-rfi;ip> in ;iriothi*r rrgion of the country. 

Employrheht frequently declines in a local labor market because 
more jobs are lost through establishment closings than ah2 gained 
through new plant formations. On lije basis of net establishment 
formatib-i. the }ob U» s. as a propbrtioi: of the labor force, was about 5 
[)ercent per yea*' ■ , tht late 197D.S, and cohsideratly higher ih the early 
I98es as the J - =:o-^pened (Harris 1983*** Since net 
establishment f^: i ..j is related to the business cycle, m^t of these 



th** raip of it^unt Huvjdk hijrhrr Ui Wri i> ()f J'mpl<>>'m>hl gfowt^ iiniply bccAii^ njonp 
l>usiri*»vs formati'>n l«•a(i^ ti> m/^r**- pKjtrn ia.1 for pianl closinjrs- Cor*««^qurntly. th# rate of 
plar.t cii»!*injfs un.lrr tfn^ crilt r/':>^' structural fhinjsrt i.n rUrrehtly gr^test ih the Sor.ith 
anil l*acific r»->r\.jni' 'm*' i^-^^ i^p{^-r M^^^w^!i;t and NnrtKr^st: 
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wbrRe^_ vvill be reemployei! during :he econumic i^oveiy or w|H find 
jobs in firms that coritiriue to hire during the recession: This concept 
leads to a much broader (definition of structural unemployment and 
includes niany workers who ai-e cyclically Unemployed. 

The >terwtyp)e of the permaheritly displaced worker is someone 
who !s laid off from a firm in basic rhahufactur'rig. In reality, 
considerable permanent vii.splaeemtrit occurs in nonrriahufactuririR 
industries: Althcogh tSe estirhate of one huniilred thousand f^rmahehtly 
ijiwiyjii^-ed warkers per ye^r may he too conservative, the layoff of 
u orkers di;*^ to e>ta:bHshment or branch closings with ho account taken 
of the Ie»gth of unemployment i? iv^ high an estjmate^A criterion that 
COT-. bines involuntary* layoff and a length of unemployment is a more 
at curate view of v^hat is meant by displacement. a dynamic labor 
market, our co icern is not only with actual displacement, but also with 
re:i>ons for lintij-U nii displa^-emenL 

In a comprehensive overview of research bri the economic costs of 
disliicatiun (Gijman iHTSl. estimates of perrnanent displaceineht v^ere 
mvidv for several years by using layoff ano recall data. This analysis 
shdu s that the pro^wrtion of the unemployed who w^ere artually laid off 
with no recaJl viined from a of cbout 12 percent in 1^78 to a high 
of alxHit 21 [KTcen! in the si-vere receission of 19T5. 

In V^^\. i.iore »to about 2.^ mili;on U'D Ictee-^.. of vhom about 
f>(MMX>ii (21 |)ercent ; experienced twenty-seven or mi>re weeks of 
unemployment. Since most of these workers w* re laid off b.-cause of 
plant closin^rs or p^rmaheot reductions in the j^ork force. v;'»h no 
indication that they would be recalled, 500.000 repre.sonts an 
approximate estimate of the iitructural compbheht of r:hbsc who were 
unemploytHl daring the yeaPT*; Vi 1982, almost 4^ miliioh workers lost 
.heir jobs without recall and ^n^wt 1 million (23.6 percehtj exporioheed 
M»vent('tm u eoks or more of une .:oloyment. 

The fact that a largci^rbportibn of wbrkeni ex{>erienced long'';i^rm 
uhemp!oyh;?^nt in 1^82 Lhan in 1981 suggi^sls that there is still a srriaH 
cv olirai con twnont within thei?»e estimates of the magnitude of the 
anntrai strt^^ajr al unemployment prbblerri. Studies of pre' oUs 

nt*I);*rtmeni of I^ilx>r, Hii't iii of \A\n\r SiaiistjoH. A ^ifnali propnrt<r>n of the** uarkr r»4_ 
rtSa) Hiiw- iMvn la»*i (►ff U^r rTn^ii^-mranors. etc. On th<» <\ihcT hjUid. sitime t>f tfek'^ laid 
•* .fiv ii r. H-a'- 'i^<\ not ,;.i'lvi/5« in ihi- 2.8 rnlMioh job loM^r^ o>utd k>*^omt» fxi ,msficnl)y 
-Tthv piliihr> KTis^'U^ntiislly c\o-^i. ror k profile r?f jo^ Iom. s in IM. s«? 
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rive»*iiiris ha^i* >hti\vij that t vrn in a year of se\ere rer essioh. 80 
tH.'rcent of thi-st- j. i> It^ers ran expei:t to return evehtii/illy to their same 
eiTipluVcr (Gilman lyT^K If it is as>a?neil that th*> 19M-19j^2 reces^.on 
ha<2 alari?e^ structural corr.ponent than in previca> re^es^jon-s. ahU that 
nnly 7m ^)e-c^rit ti: job ujser- can expect to return eventuaUy r^^ tht 
pri'v iou> ci ip'i'V ri'^nt the .^stim;:;li- is in the GOO,(K)0 to ! milLm^ ran^e 
fnr tnc annual nunni>iT of thoM* ^tria'titrally unemployed darnii? an 
extr-meiy M-wrc rt'Cf-^>ion. 

In u ^v -, ■ ":^:^-jL:^n of permariicri :; splacernen! in t^v o Vjc^l 

(•or:rriU7ii'ii- : -^Mth » hijrh concecUralion in r ^i^^u/actUrihj? errpU^yrnt^'/nl, 
IT u as fuunti thai, i n in >ever-»ly depres?;'-^:^ --ocjf markets. r;orrnal 
aitrition raUv- Uh^ 'u;rh voluntary tiuitj? t'' ule^rnate jobs, 

rct.rcnnr its. arv^ : .i/uf force \t !vfuir2W^xl> :>an?1rierr,Tly larjre 1:10 

offx't d ,;>l:ucer^v : : at the aprRr^'liraU^ jr;.' uri ry i<(>\eo: In ;:iny labor . 
rtiArkcL ais5.-h* rm nt re>ultini;r in Ion r lerr .ijjn^rm, ,nent wUl only 
iK'cir if t-rripioynu nt tJcclines iLie abs -a.^u K I'ar]^^. 'u. well a> relatively 
lapcf o>iTipan'«i to the oNeruil ^ttritioii^ vu.:- it il,- ':oca] ialxw- n:;arket 

At the (ii-^t^rsr^v^^alftJ LidUitry level, however, a smaJ amount of 
iji>j>i::.vMH'nt did nt^'cur in several industries. In addiittiun. as fx)i.ntet.i out 
hy ,Iact)bM»?'j f 1*^^- • the . ->c:x\ !al)or HiarkeLs '.^^-re studies durinj^ a 
pi-rif.Ki of prt^neriu i-conom.ic pro5;pK>nty j 19.GrJ-197(ih, Consequently, if thv 

-ir .0 fK^ n !er%s pir^^p- :,as period. tht>r*: a-UI be a preat'^^r 
aiiiMuril of oi>pIacfmrnt in. ^-'fic h^-al hiJ^or ru-ariiielft^. 

I^; or market re>^:-an''li cl-ruHy shuw^ that, in the past. the_a^:aal 
an;f'u?.t of 4on>r terrl^ (ii>f)lacenieni of workers ha^ been small. Labor 
•ruirkrU are dynamic un l adjustments ^:^cur rap. My. even when there 
i> no jrovt T^rr^v^nf; iMU-^-vertion^ Research also : ho^S: , however, that 
anions? the small projK>rtion.of the IlLK)r force thi^t i» r>*'nnan(-ntiy 
■di>pJa'-e(i. manv vv orkers will oxr^erjence fierrnamont earnings kfcses as 
iht^y are tjr-i^l to fc^^>c'.U' to jhs with low-r vca^i? rs'u's. Thin S 
f>jH-(-irtlly true for tha.-* (^^sjjLMmJ from some rriariufiitcturiri>: j ' (lustries. 
if ii. ih*» 'past they ha\e r .Mved an "ecor 'm*" t'^roujrh jb -'iciois 
iha. raiv'i^ tht^r w;E;>j:e r:'.r *l>ove tho a* • j^.- rxU^ fv>r worh':^hs with 
sinnlUr and priNlucn / k vei>. 

r rnm a ihjKc jw)ihl of ^ v*^w. the maF7Htudt' of tfie problem^s suc;i 
that, with th:* i-^rrect ih^ruments. i^. should [)e_iiif;c^s*^?,c tici'itot^^ th. 
readjur.tmen* of l'-.osc displitciMj. A lar^c pro|K)rtMin of those workers 
art' likcjy t.^ i)e c ncentrate<l .n i]1du^t^ie^ \\u ' /ii^ve !osU.hetr 
comr);iralive /Jva)*ta/e. both Ivcause they an^ lae;aU*d in rv^^h-co^A 
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prdU'ic'tion area> nf the rr iteti Stg?i s ahc o^caus^ there lias been a 
ri_r>r^ ihcfva>e in the .vorltiv. ide capacity to supply the world marr et 
u irh.^ .odii.^?^ of particular industries This Is currently a lon^-tc^rrTi 
prD.Aern facinf^ son;e American basic ?T^;H",nfa2taring industries, such as 
Nicfh au:«»s: and so-^ie indcr5tf;es withsn ?he TL-xtife >eclor. Althou^-^H the 
probk^rn- uf workt'r> ifi tht-teh'ndast: :*?s are hi^jhiy visible, a sigrlificant 
arr*ount uf jN;y;acerrient alsi^ tcr jrs in iht^ norima^'ifacturing sotctdr 
and u ^Iicy -hould conc^ntrau^ >n iiiciiiiaiirig the readjustmi^iut of 

in 'tV indu>tries. 



EMPLOVMENT, TRALNING. AND EDLCATIGN 
PULK y TRENDS AND DISPLACED W0RKERS 

The phenon^^non of vcr kor displacement is not new. Ir.deed, the 
current aSnaal ansount of disp! cement h probably le^ than the 
ni:aK?nitade of disp^ai'em^nt that occurred in agricultural employment 
throu>rhuui the h^r>(>s anu 1960s. Over the psast i\\o decades, ma.iy 
atlempt< have 4>een made W develop "pdsitive"' labor market policies to 
di-al with The problem of worker displacement.* ineviiably. the veed for 
labor nurket policies to adapt tb chlnf^'inK ecbribmic 2.nd p. htical 
ffiriohKte,> amorii? differt^r.t labor force )rrbups resultv^ ;n ah ad hoc 
approach to the problem of worker displacement 

Shiftirtfc Priortftieis of kabor Market Poiicw^ 

ih er tf7-> {>ast twu decadt's: the goals of empKv,-ne nt and training' 
jxilici^T^ ha^e chanjr^d accordinjf w ih,^ perceived natiure of uht- 
unemploy ment pr^>^jlem, In the eaHy ISftOs, the role of emnioj'meht 
}x>iiry vi^as i^ubouf jnatf^ to moneLiir>' and fiscal policies aeir the 
primary iru^lrurnerLlis for rc^ucihir rj>-//>a/ un(t mplo^*: i ytL ^rhployme!it 
tv>liry was aim*-<j .iit e^iuippihi? laid^ff workers witK i.eU . .Jlls that 
wbu^'l iH' in derriahd durinj? the^» bstxjuent ecbhortnic jrrw^vth or 
deve^,)jinr-nt ;>f r.ew industries. Thi^ policy represesnt ; n ^ffyrl to 
n^ure s*ntrfft il >nu ihj^hn^nif tif, jii.d the errphasis on r • r ing: 
<"u]h>inatt_d in the pasvsajr^'^ of the Manpower tJeveiopmen: r ' ? . i .j-;- 
Act /MHTA^nf 1%2 

•Tht' vWH i j ■• of ()i»Mt,M- < n.pios rrw-nt iji/i^-'jes hit*' Vvr^'n mjilt^rn^ntfti in i nurnm'/ of 

h;4.^ ii.NM'V'^oi >:t' Fiurf'pfHri ^-x^vr^rncr For A bri<'f sLmn»ar> , s** Dyrrvt^d 

ihf rnhi^jit -^f a "^w'AitJvt" /.yilirv ih tht Vniil^ Sfatrs ilalr* hick to tKt» mvtpninijr of • 

ff^irv ";! ftnj:"-r.-x«'f rrainin^ proirainx S»v H>akk<* 



f:rnp!oynit-rii jM^ii^y in the l*^\u< also continaeti focu^ on assisting 
•.vr>rkt-r> u ho t-xporioru'iHi /V/rf unemploymeat dt^rin^r j>ef'iod> of 
U-nijKjrarv. iay(/:f> in ull phiises the hirsine^s cycle, l^ahc-r market 
inforniation 'au-, s.ipposed to tK* provided tc wrorkers ^ ho firmiy 
alLachffi v, iht- \u\yo forcc^ but u hci wt-re ^t--kinfr aiTe;-~nativ? suurces of 
»-;i'.pl<vrT t-rit. ^ 'rit-riployrrieh: In-urarice iUll was :ilso prbvidecl to assist 
thci>t* who wt-n* ^xjx-ricncinvr this .sr-rirt-t^rm unernpk»:vH»r>Tit. This form 
nf ihoihu- rnj:htoriahct\ for t-.vjK^nor.ceil worker^ was /^ic^ijrhed to 
ftr-trihuT;- u,_ the overall >:i>:ii of p)revehtih>? the cause <j1 the tempbran* 
irK'fV, (ieveloj)inp into a more jx^riianent form of severe ecdnorhic 
(}i>!<K;-:ition. IVurihj^ this iK-noii. ho>»vevcr; employjnent and traininie' 
polic-ic-s nu/re than t*ver [>efore attempted to reduce the strfirttiral 
It Iff n,^,iiMjfn* ht cau>ed by cnasaa'i chanjres in the demand for iabt7r 
hruuv:ni aiK>ut by iiv ,noiu>::icai chancre, chiinjres m trade patterns, and 
i!i:erru[iti(>n ^)f crucial material supplie>. 

lr\ tht' hiUtT pari <)f the IWihs. the UncnlpK'jymen: rate was low. In 
^irc» •[ 'i/A levt'ls of ovt-rall UTiemploymeht, however, the 
I :u'rT.f)H'ymt nt rate arhonj^ ?<>rncjffrbu"f.js^ women, and 

hunurilie-.— reniaint'tl K-Iat;- vly hi>rh. CunNequently. in iht- laU- \)}^jiy> 
and eariy ll*70s. concerns shifted to di^advantajretl >^roups 

Ik^i ati>f it iH-came apparent that the^* low->killed workers expt^rier. cce 
hiring (iiffictaltie^ Ir- -i!x>r market. The hi^h incidenc e of 
unenip!.»y^-u*nt amonj: any liiivor force srroup. whether wijmen: yoatft^, 
or itla.-k-, >rradually ^rave ^hapl to a nf^nv tiefmition of sirvirlyn'ui 
ytf't nv, tixynn r7 — c()rrf sjKjnd i 'i^T to riijrh unemployment amo^^r ^<)^^»nUff 

Hivrh uht jiupk'^.vmcht anionic' the.-^- dfmojrraphlc srroup^ is cjcarly a 
^:vrrvpt<>ni < f a inr/Uifacftcd problcni refItH:tt*il in fiUcR of skit.-. 
in>tirfirM)fi:ii arr:i;i;^em^-f .' that result in wa^t* lcvrl> abbvo the 
p.nw.iucijv iiv level ()f thex' u turi? and Jafcr rr,. ■ Vel dist'riminat <on. _ 
T.hr ijs^lu'v rf-pt»n; t" was :/> :>!;r je antid*'^cr'/ni nation j)oUcvc> and train 
tlu <»c.niMnn<'alr. disadvantaire:] tliPi-'Kh a .^'CPieN r-f c;,i(i'»^orit al 
proi?r;;rn> fr^ quc.iMy tail<Nt"(j to the griHios vvit^' th*' Rijjh*'?-t rates of 
I. rien3p''uyn»»n{t r»^-fr::^r-!les> of the rause if' their ^jru-mplnyn.i'nt, 

After ;i jM rifMi ;»f lack .f >tH ce>> m ^-Hiucinir lii^h unempbyjiu-nt 
rat<- a'•n^<MK' specific demo>;raptri ^r<ju,';>s, c(ju[)led «ilh in^rher (He. ili 
rail*- tiJ uhi*n:ploymeNt iri c-'oMom> . enipl(*yrneht jK>licy in the eii^rlv 

-fiift^^d tc)V\ahj "direct job cre;U:a>M" as a wa\ ol reducihg both iho 
hi^h i? 'Mdence nf jihcfiiployhieh^. ariohj^^ specific >f roups, as ^"^dl as of 
redtu^n^*" cyclical unerrtfiioyhu'nt. I)ir<\H /)!> creatii')n in the fof^m of 



283 

287 



fiublic eniployment was r<x)nehted toward the economically and socially 
drs:«i%iintaj?ed: Increas4[*t:i attention was also devoted to testing attempts 
to reduce unemploymeiu throug^h subsidizing the employment of 
economicaily disadvantaged jfrou. ^ in *he priva^ .y^cXDr ie.g: v ajje 
>u!i<idies to employers). 

After tvio decades of experimenting with va^ ious approaches, we 
ri*i)W knovy that it can lie rhi^ileadihg to treat the high Unemployment of 
iw sinjrle demorruphic jrrbup as a uhifdrhi problem for ail entire ^roup. 
We now knovv. for examplo. that much of the high rale of 
unempl(?yment among youth is d.:e,to/nrfro«d/ uhempIo>"merit. 
However, a small proportion o: ^vouLhs are ecbhorhically and socially 
disadvantage^J. These youn^ pc^ j^c have a serious supply-sid^ 
structural unempluyment pn^tiem that is quite different frcTi the 
frictional probt^m faced by most young people in the labor market 

( oncurrently with the shift of training policy toward targ^riing 
a.<^istance to a variety of dis^idraritaged groups, tixe federal government 
embarked oh a series of ad hoc adjustment assistance programs for 
narrowly defined groups of experienced workers who were laid off 
because of claanges ih public policy. During the late 1960s and early 
it^TOs. the t'.S. Department of Defense expanded its Ecohbrhic _ 
Adjustment Prwram to assist workers and commurities when defense 
|x)!iey changes resulted in base erasure, or w^eri there xvere major 
cutbacks in cf^ntracts with priv^ .:;^organizations in a corhmuhity that 
was dep>endent u\^n defense expenditures as a major source of 
em ploy n. ii. 

A^ijustrr.eht assistance was al^o provided to federal career 
emp!u\ees who lost their jobs because of defense pdUcie^ The assistance 
inclu(itKl job transfers (with lhejs-verhn"serT. paying all relocation costs) 
and priority hiring for other federal jobs (with salai^^retehtibiv for tv c 
years if tho ;)ther job is lower the federal salar>' s-ehedu^eL -I 
crvuisn federal empi >yro.s aff<^cc;xi by defe^nse policies are, of c6i*rse, 
also jjrotectc.il by the rather generous bene^fits ar^d protectii^h prbvisibhs 
I) Mirnpuny any rediictlon in the size of the fed^rni work force. 

I t some eases, the workers affecu^^d by chauges in regulatiohs and 
other giAernrhont {x)licie.s were singled out for special adjustmc 
as.sistahce. For example. uncJer the Airline Deregulation Act of i^TH, 
airline pil< could claim as^istahce il they we?* libid off because of 
nerfgwSation. Some public policies included emp^L^ytnent protecuon 
pro- i^ions. These relatively generous worker prbt*:r*^on arrangements 



were ^retiuenlly guinnl ihruujjh the iKiliiical power of some public 
employee unions.* 

Many of thiese vveli-intentioned legislated adjustment programs 
discouraged adjustment^eventhougji retraining and relocation 
provisions were included in the programs. Discouragement of 
adjustment w^s inevitable when the program included overij^ generous 
benefit levels in relation to the wages that workers would earn while 
employed.** 

The Trade Act of 1974jntroduced tfie most extensive labor market 
adju5;tment program. Sev;era[ research studies (see Gilman 1979) have 
shown that the effect of this program turned out to be the opp<Kite of 
what was intended. The program goal was to encourage later mobility 
of workers who were permanently displaced because of increased 
imf>orts of foreign-made goods. 

^The i-osts bf_the prdgrajii rose from about $34 rhilhori in fiscal year 

1975 to over §2,5 billion in 1981. Under the Omnibus Budget 
Reconciliation Act of 1981. budget butla>^ have been sharply reduced 
and the number of participants reduced from a high of one hundred 
seventy-five thousand to some eight thousand w;o^kers by late 1982. In 
addition, the governnientis currently attempting to shift the program 
more toward retraining and job search assistance and away from 
income maintenance. 

The Tn:de Adjustment Assistance program illustrates how 

*Thv follovvin^ It»^islatinn ini-Iute public sector worker protectibh prbvisibhs: the 
.1 u V t»n i I f J u s t i Qv an <J I )e j i n (\ uon cy f Yfven t ion Act of 1 97-4 . _t he S j >ec i al lies^ t h Rc v^n ue 

A^l *\rA'*^"^^^^ Doveropmental Disabilities Ser\'ices ami Facilities 

Construction Act of \U7'}. 

^f '^'R^.^r^f'^J^Yfls is illustrated by 

policies a<^opted wh!Pn the decLsion wa& made to expand the Redwood Katidhal hirk. The 
^*PA'^*_^'^"_r^A^y^ [ ^^*pJ*>''>f'^^o^ workers who relied on foresliy aiclivilies that were 
curtailed cnce the land area of the park was expanded. In response io this prbblerh. the 
Redwood National Park Act was amended in 1978 to assist the one thousand to two 
thousand affectt?d workers by prbvidihK them with extremely Keherous adju&t/neht 
benefits. AH covered emplojees laid off in a three-year period ending in Octeber 1980 

^['^''^^^^^ Prt^»«_ reason for the layoff. The benefits 

for those with niore than fiveyear^ on the job included (1) supplemental paynlehti for 
*^**^h_*^j^J^X^^A^ oJ'.P^rtiaLl^yp^r^t hjifhest rate of pay. and (2j maintenance of 

all fringe benefits, these l^enef its were payable for a period of six years. Those with less 
L^*A/L^_c y«*rs' service a>uld receive a maximum severance pay of seventytwo w^ks of 
pa>- if the worker enirajred in retraining:. Such wor kei^ also received job search and 
relocation allowances. 
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fcoverhmeht assistance to permahehtly displaced workers can, in fact, 
reduce labor flexibilit--* Experience both tiez^ and abroad has shown 
that weM-intentioned public pdlicies often increase^ rather than reduce, 
labcjr market restrictions: Adjustment resources frequently end up 
protectinjr jobs and reliatlve income levels^dunng periods of temporary 
unemploj'^menL This creates mequiti^ amon^ d^if^rent^^oaps 
workers and shifts the burden of unemployment to youngrer and le^- 
experiehced workers. Although lack of adjustmemt may, in the short 
run, protect the income of some fffoups ajf workers, failure of resources 
to move to their most prbduictive use results in rid net gairi to society.** 

Experience shows that ^fine tuning'' of employment policies as a 
respbrise to structural employment is extremely difficult; Indeed, 
tan^etirij? assistarice to experienced displaesd workers may be 
counterprdductive. In part, this is because there is frequently an 
overlap between the adjustment prdjrram arid other labor market 
|x)licies, such as Uhernploymerii Irisurarice, arid proems provided 
through collective 1 ar^aihinj?. Eliffibjlity requiremerits for tarjreted 
adjustment programs are rarely scal«i back when a worker becoriies 
elijrible for othe, forms of assistance. This reduces the incentive for 
workers to seek reemployment, at least in the short nih. 

Iri the early 1980s, the federal jnvernment attempted to reduce 
experiditures bri several adjustment programs, and it now texes part of 
unemplbyriierit beriefits. Economic growth now appears to be the major 
j)olicy iristrurrierit for assisting displaced workers, although several 
••(demonstration" project^ have been furided arid proposals have been 
made to reform the UI system to riiake it riibre effective for retraining 
displaced workers. 

the Job Training Partnership Act UTPA) does provide state and 
local areas with some resources that can be used to assist experiericed 
laid-off workers. In fiscal year 1983. Title HI of this act will provide 

•More than 70 pt rcrht of the laid-ot'f workenL_who recfeived Trade Adiustrnent A*8i»tah»»e 
< T A A ) rot u r n 0(1 to t hvjr p rev iou.H efn ploy crs. Th is i» a htgticr rale of J^i^ rfi 
oihor RlroUpH <if^lai<i-off wnr Jeers; Only 1:2 percent of TA A workers completed trainjni? 
□ mier the projrram and only oA percent took advantage of relocation allowance*. Many 
pro^rrarh participants receiv wJ hiSrh waRe replacement rate* because of siraultaneous 
eligibility for other im^wne maintenance projcrama and becauw^TAA benefit* were hot 
taxinj, (*ons«^uontly. TAA was e&Hehtially an income maintehajitce prb^am for relatively 
hi^h-paid workers: 

••Many Kuropeah ^n ernmenis are tiesrinning to qaesxion the effect of tfer idjv*irrit^t 
programs, which many f>eiieve have cbntribul4?d to labor market ngidities and to rising 
rates of unemployment. 



^125 miUbn ftrr thi> purj^jsis with any adju>tmenl prc^rum cle^ a 
loca! respcmsibiHty ( imcItiidinK incentives for some state arid local 
finstncin^*. 

In 198:^, a major iricrea^ in federal expenditures for public 

c^rv^x vuc ^ V rt^ •JV3«»^ jjvjrCjii TrjatveTsi tire'^v riOc Lni5 «tS a 

pro^rr^rii to assist displaced workei^. Tbe^main tfirust the pinogram 
will artnost certainly benefit those who are cyclica:lly unemployed and 
will have little effect on those who are p^i'i^imm^nii^ displaced. 

Hver the past two decades, success in desigrning i?mplo5Tilelit 
pro^rrams to assist displaced workers has pn)ved liillusue. At the same 
time, an enormous amount of labor market ^^djustment has occurred. 
Labor markets, on their own. do pfdvide adjustment iricentives. and the 
federal ^wernnrent spends ebrisiderab*e resources on iat>dr market 
interventiot]. The challerijce for emplc^Mneht policy is to use these 
resources to irrvprbve the operation of tfieie ?narket*5 and to help tfi^ 
who are most seriously disadvantaged by economic change become 
more rribbile, occupationally. ihdustrtaHy, stnd f?eos?raphjca!ly. 



Edacational Policy and Displaced Workers 

traditipi^ally, educational policy at the federal level ha^s never 
designed to assist displaced workers,* Some businesses use part of their 
training experiditiures to contract with educational jnstitutiohs for 
training workers w ho are permanently displaced. Such an involvement 
iri assistirig displatred workers is quite unusual, although anecdotal 
evidence suggests that employers and unions in a few local areas 
exi>eriehcihg severe ftructuraj unemploynient ar^ actively cao|:%rating 
with the local vocational educational system in the jabor market 
readjastrnent process. Mor^_ frequently, the educational system plan's a 
role prior to displacement, when the local employer contracts with the 
local ^'(iut^'rtiunal institution to retrain groups of enjploy^s iri the Use of 
new priHliR'tion pnKresses that will be introduced iri the fUtUre, 



•Ku»n thi' n>n(Vi)l unHtTlyinij the e3^i)t»rit*in^ viilh Ihc iJI bil!_c«nnol be jitrictiy 
^' ^'^^^ ^ " ^"^^ ' ' 1^' ^J^y •_ *j ^ ^I'R^^ "l*^>! P t h is pn><jef ram su cwwif ul ly 
ijMii ihr (iltiiii as a form of <»(iijc«lionaj voucIwt: Tbe rdacatioisisl anilll train ih^ tiohefiU 
^'J'' *A^:^'''\J*''T*!r'^*r^*''*' Pl'^'^^r^^y *^^'^>^'J?n*^J a** an incentive U) e^ncouraire recruitment in 
the niihtarv. SmuJarly, etlucatum provided while in the !*ef\»ce iiw ml ifiveh lb help 
hiilitairv Kvrsonnrl readjiist to «»mplovment in the civilian lieetor taen thotjih the., 
♦fiuratior; and train in j? they rireive are frt*quehlly trahsiferable. See Cooper and Huerla 
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the Role of B<larationa9 Policy Prior id Job Di^lstcement 

Educational policy, through its stimujation of investment in human 
capital can increase the ccmtribution of Wbor resource eeonoSic 
frrmith: in the Jong run, it also contributes to proaactivity 
irriprovemeht in addition, a higTsiy educated istor feree is H keif jt^^ 
more adaptable to d>tiamic econmitfc change, incJuding re^justment to 
permaheht job tes. 

The t'nited States Ms an extremely high leve} of investment in 
forma! eduieation. The profwrtiolh of the cbll^e»age population enrolled 
in coUe^e peaked in 1976 at 26 J perceht ahd declined sHghtlj- until 
1980. when there was s slight rise to 25.7 percent. Tteese rates of 
participation were theculminatitm of risjhg levels of High schooS 
graduates and college entrants since World War il. AH ethnic groups 

participated in greater investment in educatbm aithaugh the 

I)articipatib?i rates of those of Hispanic origin are bwer than the rates 
of other groups. 

Investment in educatr<J>h does tiot guarantee that workers will avoid 
t)ermanent drsplacemeht during their w<>rking careers. Labor mobility 
studtts do, however, suggest that a higher level of educational 
aitaihmem faeUliates adjustment to changing labor market conditions, 
iPerhaps more important Is the qtmUty <^ education. If displaced 
woe kers have strong basic skiHs tn mathematics, English, and analytic 
capability » the transition to a differt»ni type of job is likely to be more 
rapid. 

The benefits of investmenl; in hicman capitej Sirough edud^^^^ are 
both public and private in nature. Soefety benefits f remits form of 
investment iSecause ^ucation improve^^ fc^^^ pnsductivity ©f the labor 
force and irfereases ihe pc^ibility of a htarh^^r overall standard of 
living.* I ndividttals feemefit irom a higher t^v^l of education m two 
ways: firsts th^ proc«^ of education B regafd^xi as a desirable form a? 
p^ri^nal consumption; sc^icohd. ihdividuaSIs aeh.^^ a hv0er labor 
productivity potential, wftiich is likely to result in ImrttkMd 
compensaition, producing a positive rate 6f return fmm the investment 
of coUege-age imi ividnals. 

•Of the 7 percent of (INF thit i* spent annuaHy on ^acsts^ over m p<?fcenl i« pu*)!icj>- 
fuh(i«l thfouKtl fetierai. »tiiU: and local iro\4??nmenU, In i98(). public i^sp^nditure 
accounted for ^ i^l <?<«t^U?y Wi^awij^ 6« 

percent of all hijfher cducalicti expenditure* VJ&. Department o' Commerce t98i. p. 
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Ki-it^jTiitiziriU thai rent rvmurces, including siud^imia'' tim^. are 
t*xi>e?^diH3 in "ph-Hladni^'* c^Juoalfen. ihve^tm^ in eflucation shouid onl^" 
oontinu** to the pomi where the combineti private and pubiie return is 
£iX Ifust ;t- as the hi»xt ibe^t alternalHie fevestmeni. Examples of 
silternintHe mvesemeht^ fur individuals mclude cboosinf*^ to enter the 
work P'Jirce ratfeer than to attend cbllejj^e, and for the federal 
^o\ernm^hu Wiv&ndlnf^ l\imU on SHi^wa^-s ratfier ihiih oh schools. 

it is uncertain u hat the current ie^e! is of the rate of return to 
investment in j^^t^m mwdary^ education, and whether the rate is rising or 
fai jifij;r. ladiv iduals face kighcr costs for a colk^ja^e educatiivn in terms of 
the ja^rcent of direct charge tci the student, and also in terms of higher 
''op|H)rtunitv iwits" in Ihe fofnti of tes of potentia! earnings while the 
sttidenl cohlinijies in sch«L Society also incii^ i crj^.i, ais more 

restiurces an* divt'Tted lb high(?r education, and in the short run there is 
a cost of few tT vvwfciTS irohltributihg to the growth of outpoit in other 
.s€^ctor> of the rmmmy. The rapiid ihcreas^e in black participation rates 
in jKjstsec^indarjf edweatibn may largely be explaim'd hy their higher 
rati's ol rtnnrn frcAm such an investment The slight decline in the 
overall rau^*^ since 1*176 may be dfoe to declining: rates ^ return. 
Howevi^r. whiiaher ihe current level of investment in a college education 
leads to a jKisnHe rate of return Ls uficerunin tSmith an;d Welsh 1978)1. 

Ft'deral aid to encourage participation in jxistswomJao* education 
has grown rapidly since 1976, f yen though elgjbih'ty requin^^ents were 
tightened in 1982 in Ixith the Pell Grant and Guaranteed Student Lpan 
i(;SLi program.^ in resjwhse to critical ev-aluatiohs of the design and the 
administration of these programs. In terms of total dollars of aid 
actuaUy available to studeims.§vi. 4 billion was ivaijableui 1976, 
comparetl with $11:^ billion in H>8l. The largest program Increaseji 
were recordi»<l in the Guaranti^'d Student toan program, for which 
available loan funds grew from $1^ billion to $7^ billion (the number 
(>f recipients grew from ^il>out IJ) million to 3,5 million over the same 
[)erio<lK artel in the J^i'lf Grant Program, which increa.^ froti $1,4 
hHlioh in VMi\ U) biUiprt irt 1981 (with 1.9 millidrt and 2.7 mllHon 
recipjents, resjHv^livvly). Much of the increase in these programs 
resulted in i norea-^'d aid to students in middle- and uj3per-incbrhe 
families. Alsts; all other student assistance prograrhs increased during 
this j)t»riod. 

Although tot^f^ f>^<leral budget appropriations increa^*d hy 102 
jHTcent from 197r> to 1981, median family income grew by ohl>^r>0 
IHTcent. College costs grew at about the same rate as family income* 
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allhowjrh in the xhvre apj)ears to have been a rapid acceleration 

in colle^re casts.* 

The increase in f' dt^ral assistanc^e to students in postsecondary 
edacation is esjK^taiby sipr iHc^nt, since total enrollment of eiKhleen- to 
twenty-foar-yrar-oJds^ was atrncm ante in as in iS76. 
Demojrraphic prDjecUon> suRfR*::?^ that, even: witte am increase in 
participation amivnjr older siudetits, the number of postseccndarS' 
piirlicij;)ants is like^^ %i di^^iine or remain felativefjy stable. 

ln\ **st rri ht an rtt- f^] k fVtar / Ywd 9i^rvk~dii r§ rd Htra i lorn has i rad i t io^SUy 
had veo' hifeh raiL^s m retuni, Tte fi^i of feavmjf a literate population 
is uni\ersany m^o^t^izeci as Ses^iirabfe and in a^ iney'eaiitn:^^!^'' 
vrnvirunmenl, basic competency In '^naatfemaiicah scienyiific,, 
communk-ations iskifls is net^'ssmy for tSe ecOfiemT^c weH-fe>:^j;g '^f tofe 
Mxneiy ami th^ xmllKiAn^h T'fc fie*!«ra! ^\'emvmni feK trrftbriaUs- 
piay4*<l ari i'Xtrem-^iy li.niitoi rote m tJiis seffmeni of the t^^l^^ttfeii 
industry. In a U'»ch»ji^ica,l'5y ad%»c«?d soe^ely, fewever. tfc& sijualsiy'^ 
output from teit^i j?e=neral and v^MtmmX p^v^i;x^ms will |,fcy .jsi^'ewia^ 
mie iri v«ltHermjnln^ the ability of future j^eneralions of wrfce^rs tf^^ ii^dap 
Ui econornic cliiah;pre. Miirs/li woiild arRlie ttet the federal Rwe^-ii^m^init 'is 
ml 'm a {iottitidn to nfiaBda.te the type and qmlity of outpAi^i fur 
ek»mt*ntary and secohcjarj}' edueation levels. It may, febvcevm be :ife3e t»i> 
play ;ih ihdirtvt mle thmug^h «*valuative r^arch and puf^Jitailon «)f 
cf>?j^it)araiivr^ fH*rforman« on the basis of standards of iKrhieX'^m-pnt, 

Invt'strnent by industry- in Irmnkni^ and on-the-job e3fif)eS'fr/e fs a 
forrr, nf human capital inveiviment ttiat is jfeneraily con^dii^re^il 
sei^rjiti^ly from educational policy. Yet its retevsince to worker 
displacement is much more direct than other types of educational ami 
training: investments. If a business has a wejl-tieveloped X'rMtxW^. 
pn>^rram for its employee.^. ■ mle worker displacement ttlay te avoided 
if ihv firm exjiahds employnvent in some activities while it wluceibr 
phaM*s but other a clivities. 



*Warn h Hjlilinnah ut \ \\r I'.S nffiot' *»f Mahw'rh<'hl >hd jUajiifPt supplunJ <\sd^ for Uitt^- 
\\^r< \ 4»h (hr oi analysis of ih<* t':S: S^u^rt.; In th«* FY pr«ijd<^|i)t(>art>u<i|Tl: 
nwHsa*r'* ip/r; itrt5'mini:^trsi4u>n msuUi a numfcirr of propif^iKjiK^ ihit mo^e f«Jefai ipwticy Umrnvd 
a M>ni* AvHai l<mcr ftiturr U'v«'l of frtlcrsl rxpewdituft^s for fj^'wtJiWjhdAry **ija^atKv»'i m^i i 
r (ti uf -t K m I n It \w nu m Isor < )_f <• aU'irt>r i <' al pr<>irr Th***' inoliu < k rnsu r i n it thAl «t h t ir'tw^r 

miuictjon in i^XiiM»n<hturf*M tar <jSh proirritms, T^u* <iSb fxrogrrsimsi ari> entitjem^tx: tot 
w ith j<>virr if/it«'nrvt r airs and thr striotrT'rIi/jffibility KtandirdA of ISS2. 1'Xp^hditurf^ ary 
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Tht-rt* 'k im xruriiu* f^^timate of the annua! expersdiiore on trainia^ 
{>y bur;in.exs. Esiimuus rmij?e {mm alxMit SiT bifiioni to nearly $100 
billion {iiit»r year. Ex{x?nditures probably min^f? friim $20 to billion, 
u ith ii litifc U^s than half if the traininipr Riven at some form of 
HiUcuifoniaLt liristjtution. Thi» twentv -five to forty-faur-yt'^iir .age group is 
oviNrrepresi^nteU ami>n>r vrairiees, a^^ art* better eUacatsii uwker^- 
Training? by imJustn' is* conLvhtrated ^n vihite^coHar workers^ esj)eeial!-5' 
tndiyiixij^ fur priifessiunal. tei-hhical. and mahageriaJ worker^-' Ai^ut 40 
;)ertent i4 cours€*s are in xf'ie "basihess'* area. As ?i resiull, there s>eerhs tM 
an irn^^ortant "con>unipj'flion" comj:)on/ent In (investment in traininjir by 
in<ia:str\^ The?<* f>tima!{jes of the natare of trstninyr j^hen by industry 
sujr^rst that indu>tr\ V current trainiifiji? acitivities art* not Hkely to a^ist 
ihr ty{)t* nt ^» 4)rkers beinjr displaced. 

The Role of Eciticat'ibhal Policy afiler the Worker Is Bisplaced 

The role of educational institations in assistini^ dispJactMJ workers is 
t'tinj^traint^] Ijy the likely characteristics of the dliiptaced workers 
thiems<^jve>, Sinc^^' many displaced workers an? in thj? middle- and 
upijer-age groUjr^s. the rate of return from this fernl of inveslment will 
\R* quite lovv. ami j)erhap^ even negative. The fate of return from 
gtt^raohic relocatibri oj' emplbyrrienit an another job, even at a lower 
.salan . may produce a higher retUrn thah additional training and 
ftluciition. Nevertheless, if educational institutfehs cu,n offer relatively 
short courses In j^wb- related skills that an? in demand in thte local labor 
market, they can assist in the reemployment of displaced worters; The 
v<x*alional tHlucat!ie)n system apj)ears to be capable of supplyinfr this 
tyjR» of trair^nj;:. 

In IT fHTcent of thost' employetj and 11 percent of those 

unu»m{)lbyt^j were enrol Iwl in j^me form cif a^lult t^ucation. Almost all 
were in part-time prograns. BasinJ m data for 1975. about bhe-half 
were enrol li^! in courses that were relatinj to some form of occuj>atibrial 
training Hlraht and Kideh 1982). 

The finierai government plays a limiliHl role in financing and in 
influencing the curricula of the vocational t*<lucatioih system. In 19i^l. 
fetitTal exjH^nditures for vocational edacattion were approximately $85'{ 
million of the $7.5 billion in public exfuwlitures, in real terms, this 



•For u compn^ht'nsu !■ r*-^ nf traininjjr anil «^ juration m i)UMnrt.s, rarncval^ and 
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repm^hts a slight tlecline in fel^ra! expemJitares since 1970;* 

• Durinir the first half of tHe 1970s, the share of total experSiture by 
stale and local ^roverhments increased, while the fe^leral ^vernment 
sMri* remained relatively stable. In real term>^ stRte ;?ind local 
expienditures peaked in 1978-1979 as enrollment started to decline: 

Since funding of the socational education system is predominantls" 
from state and local sources, the federal policy goal is duimirtated by 
state and local policy. Federal policy appears to be geared to w-afd 
encourajrinR states to develop their own ev:aUiauon capabilities and 
cbntributih^ to selected federal policy j?bals, such as d>'em)mi?^ sex 
stereoiypihj?. improving the link with local labor market information, 
and ehcourai^ihfr the education of the hahditapp)ed and per^hs with 
limited English proficiency. Because the reauthbrizatioh and p^s^ble 
amendrheht of the Vocational Education Act of 1963 Is expected in 1983 
or 1984, there are numerous prop^'s for federa] policy goals to 
include the trainjnR for specific groups of workers or training for 
specific skill shorta^eres. There is every reason to believe that kscal 
vocational education systems wijj respond—on their own— to the needs 
of displaced workers since these persons offer ltM;a! schools and colleges 
a hew market It may be possible for the federal gcKerhment to provide 
displaced workers with easier access to the s5'stem by changing some of 
fhe eligibility criteria for student loan aj3plicahts who atternl short- 
term, job-related vocational education programs. 



The major conclusion to be drawn from the review of the trends in 
lalwr market and educational poiicies is that a wide ^lariety of policies 
have an indirect effect on both the rate of ^b dispS|icenient and how* 
workerxV readjust in the labor market Despite the fact that prlly S 
K^latively small ambuht of resources are avfiHable to asiist displaced 
workers dirt't'tly. modification of these ihdirwt policies (which involve 
much larger resburcesj ap{)ears to be a more effective strateify thin one 
llmU proj)6s4L»s to target hew programs to help displaced worker^. The 
BiUowihgLdiscussiori briefly reviews pbsrjble policy options. 

*ln Vy il^Hii, buHjret appnipriAtioht^ w rhtllion. \n [ta FY ijudgei, ife 

lylmmixtr^iion |)fopc>>*«»d milUm. Th_i» reductwin would affect proirrcrn ictixilin^ in 

J '^^^ J^*^ Nchcii)l y w. As pirt of jl* for iU reciftionn of budget »uU>ority, 

the wlrruniKtration i!» |)r'(>jK>sinir to rnd ail tpdersi fiiisndnjr of eoop*rative t<tu cation. 
Irwin (imi) 



AS OVERVIEW 0F SPEeiFie POUeY ePTlONS 
FOR ASSISTING BiSPI^eED WORKERS 
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McMieratinit the Pace of and Plahhlhg^ for Strm-Vtiral ChaHj^e 

Ht is widely recoj^hizeil that h takes time for firms, and their 
ernpiJoyees. to adjust when they are adversely affected by $tnactor2:i 
ririirfiKe. THe a^rK^ment fiirqvefitiT TRsde by tfi^e affected thux the 
ind^jstry should receive some form of lermiwarj* protecyun from 
m:s.rket forces »o that the a/ijustmei»t prcK "v^ss is more ^raduaL This is a 
typical resjHjnse when structural chan^r^ results from loss of 
cumjit^titiveness in American Industries— ^leadinp: to increa.^ import 
{lenetration of 2he American market. Frequent redammendati 
include temiidrary^ protection thrbUifh policies for imjxjrt quotas, tariffs, 
he^otiatHl orderly rnarket arrang-oments. or domestic content 
re(|uirfments on irnjx>ns to the Criited States. 

The advantajre of such temporar>' protection is that the pace of 
>tructural chahg^t» is dc*creased. providini^ the industry with the 
opffcortunity to improve its competitive position. This is the intent of the 
voluntarv' quota on daj^n-ese auto imports, for example, which is due to 
expire in The effect of the voluntarjt' quota on import penetration 
is uncertain, however as the sales of both forei.g'n and dormestic auto 
manufvicturers declined in 1981-1982. U.S. autd mahUfaclurers have 
made sij?nificant capita! investments in an attempt to lower iihit cyo<Xs 
of production; hut despite the protectidh. some worker displacement 
from the indiistry has bccurred and Japanese cbrhpetitioh Has ihcre^ised 
in the hi^rherpriced sejfmeht of the market. 

The disadvahlaj^e of tem|K)rar>' protection is that, ov^-f a p)eriod of 
several years, it dot>s not generate any net growth in jobs, even though 
in the short run some jobs in the protected industry are obviously saved. 
If the tem|K)rar>* protection becomes relatively permanent, as in the 
case of the Multifibrt* Orderly Marketing Agreement, it eventually 
reijuce> overall economic irrowth and slows future employment Rrtmth. 

{ncroasoi trade is now extremely imfwrtiiiJl to Amen 
eii'ijtiploy merit jrrowth. In the f>t*rifKjl l>etweeri 1977-11^*81), the ijrdwth of 
muihiifactured ex|Hirtr^ accouriteij for W ^jercerit of U^tal em;pl()yrviehiL 
i^frowth. Any atte h pt to prevent job displacement in oiur basiic 
rndustrjes thrduj^h prott^tidn will sirriply result in fkilune to expamJ 
employmeht in other industries— usually in the so-called hiRh- 
techholog-y industries pHKlucihg for rapidly expandin^r vvorld markets 
(Mchehnan i98:ia).* 
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There arv niany lejn^lative prbpc^ls for a federal pblicy^mahdatihg^ 
that firms plaru for tht- -Effects of displacemehl due ib plaMt cTo^titg ahd 
that they provide erhpl(^^ces with early notification of the intended 
ef imination of jcfcs- The <foal is to provide employe<^ and local 
eTnpTOvmt^ Tf^tTtuttorts with inferrnstioti and tinrie to pbfi an orderiy 
adjustment cd structural ehanfre; MsTsy industrial countries have 
enacu*^^ such la^s, and illustrations ^ succetssful readjustment under 
theie lavv s can be cilod (e.jr., ^ Batt 1983). There are also success 
stories of management vojtinlariiy adbptirii^ its owti plant-cidsini? policy, 
including sijrnificaht readjustment programs for the workers adversely 
affected ie.j?^ McKersie and McKersie 1982J. 

Voluhtar>' plant closings and early notification policies ar^ 
desirable, provided they lead to more fzpxd readjustment by workers; 
The prwiem with mandating these policies if: that it is impcBSible to 
design plans that are feasible for all industries. For example, the loss of 
a for a major contract, especially a defense contract, can mean 
rapid cutbacks by the prim^ contractor, as well as by a network of 
subcdntract<>fs. Also, mandator)- plant^:ldsing iegislatidn would be 
jm|>ossil)fe to apply to the large number of failures among small 
U iisiries^ses that, as disciissed earlier, represent a significant pbrtii)n of 
the source of worker displacement. 

In Canada, plant-closing legislation that requires employers to 
given some prehotificatioh permits employeni and un sons to request 
assistance nthn^tariiji from the Manpower Corsaltativs? Sen ices branch 
of Employ inent and Immigration Canada. TypicaJiy, th© Consufetive 
Services staff attempts to assist management and the employees 
afft»ct«i by a prospwrtive plant cte^ng to work out a joint appr^mch to 
assist in the rivmj;)loyment of displaced worker^. Such an approach 
may work in the United States, in sdm^ cases. Unfdrtunaleiy, for most 
employers and ertiployet*s, the U.S» Employment Service is riot 
ri»gariU*U as ah effective ihstitutioh for retwployrw?ht assistance. Mctet 
omployers who develop plaht-closihg prbct>dures feel they can 
imjilemeht the process more suece^sftally or their bwh: 

Finally, as part of the concept to plan for structural change, it 
bwn projxised that the finierat government require all employers to set 
up an irHiirviltm! Ammnf (ITA) for each of its employees. 

Over a I>eri(xj of 5«neraj year*, employers w^ould contribute three 
thirusr^^ ^oliiars to each emploSws accwp?** with each worker 
contribulih\g an addUidhal three thousand dollaN, bisplact*d workers 
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nmhl (Iniu ijiHiri iht* ITA, Usih^: the funds for reiraihiriff * 

This is ::h iittractive cohcept since ii makes employers and workers 
jiiihUy phin for the {>ossibility that some workers may need to be 
relrainttj for different occapations^Tije phm, however, has a serious 
(Iniwback. It^vould sabsta:mially increase the cost of hiring iabdr over 
the next several years, precisely at the time when there will be a 
sijrnificant incn*ase in wage taxes to finance thi.^ Social Secur -ty trust 
fund and alt state Unemploymt?nt Insurance trust funds. If ehai:ted, the 
rH)lic y would certainly inhibit the jarrbwth of emploj-meht. especially 
umonK neu entrants and reentrants to the labor market 



^^ah^pulatin^ Local tabor Market Demand 

Kniplnyment In some local labor markets is heavily dependent bh 
M-v era! Tmijor em pioycTs; the loss of a major sou rce of employment 
throujrh plant cIosinR makes it difncuU. if mi impossible, for ihose 
dispiacd-ci M) find reempfluyment in other local industries, In additior. 
many workers who wish to move to another lal^^jr Tnarket will resist 
>iri^)>rraphic mobility if n means s^lWnK tiieir homes at depressed prices 
and purchasinjr new ones at a much higher interest rate, even if 
employment is expand iri^r in other labor markets. 

One ^H>:-.-il)le solution is to target government assistance to these 
(lepresseti labor markets by rHroNrfitptuj nnr Imslnrss to wore into the 
fi f'fn. If successful, this aj)proach would reduce the costs a^ociated with 
the underutilization of exiscin|T p^iblic and private capital that typically 
oc curs when the employment base of a local area starts to erode. 

AnotluT udvantajre of manipulatirxK the loca! demand for labor is 
that there iite cu^rehtly substantial federal resources available to local 
corrmiuviitics to assist them in attracting hew industrjv Under fedenif 
jfm'fiff wt nt />Y/y//////o>^^, including CS. Departrhent of Defense 
procurement, labor surplus areas are supjxwed to be jflvon pr<^ference 
in the distribution «f ^bverhmcht contracts. Unfortun?teIy. m a severe 
recession a ver^- larjre humlH>r of local labor markets firousrhout the 
country can (qualify for such preferential assistance, in addition, 
increasivi ex])t^nditures in defense are frequently for tho prdductibn 
Ni/^j^histirated weajwins ^y^tvnv^:. which tend to faV42r productton in those 
elates vvhere hiKh;tecjmoloj2ry firms are currently Ic^cated. Many states 
currently ex^HTiencinj? the most severe effects of structural chanjre dc 
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not hiive thi^ facilities or the labor force neccssarj' to be prime 
conlractors for such defense cdntnicli% At best, they ckn hope to develop 
some subcbntractihj? capability. 

In 1983. lej?isIation ( Emergency Jobs Appropriations) was enacted 
to hu-n iii^i' p (h ral rxpnuiiiutrou the public iiihfrasf rU^^^^^^ (e.g., bridges, 
roads, and the like). It \v;as claimed, b^- the adrriiriistratibn and most 
senators and congressj^rsons, that this was an emploj-ment-generating 
measure. Assuming that the states and local areas do not reduce their 
own budgets for pubh'c infrastructure (which is unlikely), some 
employment will be generated, but not necessarily^ in labor markets 

with a high concentration of displaced workers. This is clearjy an 

inefficient policy instrument U>v stimulating employment opportunities 
for displaced workers.* 

The federal government has several expcndilure and progratns 
that are availai)le to assist local areas attract hew business. These 
inclMde Urban Development Action Brants, the Economic Development 
Administratiom's Busine^is Development Assistance Program^ the Small 
Business Administration's Business Loan Program, and the Farmers 
Ilome Ad mi hist ration's Business Loan and Industrial Loan Program, It 

is difficult to estimate the net effect of these programs on the 

reemployment of displaced workers. Ih the past, there appears to have 
been an unintentional bias against assistance for manufacturing and in 
favor of commercial activities, especially in the central business 
districts of metropolitan areas. Gonsequently, there appears to be a 
need to reduce the overlap amon^g these programs. Perhaps these 
separate efforts to assist business at the local level could be merged ihto 
a single program. AKso. because it is difficult for the federal 
goverhmeht to select which industries should be developed in particular 
local areas, ahy federal assistance should be as neutral as possible in its 
support of ihdustries and geographic regions. The decision as ^o which 
industry should receive ah ihcehtive to locate in a local labor market 
should bi' made at the local level. 

Fcd«»ral assi;stahce to local areas is also available through the tax 
code, which permits Icw^al jurisdictions to issue bohds whose interest is 
exempt from .taxation. Some of the bonds issued by pubttc authorities 

♦Htraust^ tho oxriiTKiUuK' i$5 to $<5 billion for public capital over- a period of several 
yrars) i> a?iparently not i)eAn|f offset by similar reductions in expenditures dri^^p^^^^^^ 
i^)nsumption prtij?rams <sUch as enlillemenUs). the effect of the increase in_ federal 
ihfraslructuro exjKmditures could t)e counterproductive. This wMI occur if the program 
increases Iwdj^et deficits and m^Res it more difficult U> reduce interest rates, which have 
H major ihflueritH' on. private capital ibrmatmn. 
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are dDsijrned to improve the public infrastructure of local labor 
markets. Such capital investment may provide an indirect incentive for 
new business to Ideate in those areas. 

The tax code also permits states and local authorities or private 
institutions to issue bonds that are designed for pHvale purposes. In 
1975, these private activity issues accounted for 28 percent of all tax 
exempt issues; they now account for more than one-half of the $85 
billion issued annually; 

Two major disadvantages stem from the rapid growth of tax- 
exempt issues. First, the recent overall growth from $30 billion in 1975 
to $85 billion in 1981 is of concern, because it distorts the flow of 
investible funds away from investment in new plants arid equipmerit, 
which do riot receive such favorable tax treatment. THe arihual volume 
of irivestment may have reached the point where it is crowding out 
sbrhe private sector investment eSiSential to future employmeiit growth.* 
The large revenue lo5s to the U.S^Treasury increases the difficulty of 
reducing federa,! budget deficits. This prevents the interest rate from 
declining and inhibits private sector investment. 

A second problem is the growing importance of private activity 
issues within the total amount of annua! issues. Although public bond 
issues to improve the irifrastrUctUre cari coritribute to a regiori's 
economic developmerit, the sariie arguriierit does riot apply to private 
activity issues by ridhprofit iristitutibris for hospitals, schools, housirig, 
and other favored business.mvestments under the Small Issue. 
Industrial Revenue Bond (SIRB) program^ For example, SIRBs, which 
have expanded tenfojd smce 1975 to a, current annual rate ot$13.7 
billion, have grown more rapidly than other types of bondsJJoiht 
Committee on Taxation 1983). Evaluations of the beneflte from tills 
substantial annual revenue loss to the federal government ($2-3 bijHon 
annually) conclude that these bonds make little difference to industrial 
locatidri decisioris, arid at best make only a margiinal contribution to 
local eriipldyrrierit growth. Iri some states, the bonds favor investment in 
retailing arid service over riiariUfactUririg. 

The tax-exe mpt preferences giveri the private pufj)ose bonds 

■•The concern that some private investment is being crowded oat is based on the irrowth of 
tax-exempt issues as a proj>ortion of personal savinjics. In 1975. tax-exemt3t issues were 
equivalent to 32 percent of personal savih£:s. but by 1981 the prdpbrtioh had risen to 65 
percent. Some of the increase in tax-exempt issues did subsidize business investment for 
such activities as pbllutibh control, which at least partially offsets the **crowdih^-out** 
effect. 
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distorts the allocation of capital vvithih local areas. From the. point of 
view of economic development, there is ho reason why those issuinf^ the 
bonds foF priv;atepurp^s (e.g., housin^^ and schoolsrshould 

not compete in capital markete on the same basjs as those wishing: to 
brinj? other types of plants and equipment to local areas: 

If we wish to improve productivity growth, increase the 
cdmpetitiyehess of American industry, and improve employment 
opportunities for displaced workers, we must reduce the ahriual level of 
prirate activity tax-exempt bond issues. If the current growth of these 
bonds ebhtihues, it will simply increase the cost of business expansion 
that does not have accei^ to favorable tax treatment. 

In the final analysis, if local labor mari^e^ are to attract new 
business, public and private institutions in the local economy must 
make the difficult decisions required to lower the cmi of doip^c business 
in the specific area. There is no justification for the fec^ral gv^t^rnment 
to subsidize some type of private activity, if this makes it more costly 
for other private sector activities to bring new plants arid equiprrierit to 
local areas whose economy is depressed. Although the taxpayers who 
hold the tax-eximpt private issue bonds and the riohprbfit iristitutibris 
who issue tRem benefit from the expanded use bf this tax subsidy, it is 
not an effl/cient policy instrument with which to assist displaced 
workers. 



Currently, there is cbrisiderable iriterest iri a proposal to provide 
emplbyers with a tax credit for ah iricreriierital iricrease iri ari 
employers investment in retrairiihg the existing work force. It is 
argued that, as the pace bf structural change iricreaisesc employers will 
have to respond by retraining a substantial pbrtibh bf their own wbrk 
force so that their workers^have the skills to adapt to changing 
technology and the firms may avoid critical skill shortages. 

The analytic justification for thi^ proposaj is partially Based on the 

claim that, over the next decade or so, 10-15 million manufacUiring 

workers and a similar number of employees in the service sector wijl be 
displaced by structural change (Choate 1982). It is also claimed that 
more irivestment is rieeded becaiise of projected skill shortages in a 
number bf critical bccupatibriSN 



Supply-Side Incentives to Employi^rs 
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The future jKiro of .structural cJiahtfe may be more rapid than in 
the past, leading to Higher ratt»s of displacement There is little 
evidence, however, from either official occupatjonal projections or 
empirical studies of new technolopries to support the claim that we are 
entering a new era of such rapid skill obsolescence (Personick 1981). 
Nor is there much support for the f()recast of growing skill shortages in 
sjK'cific occupations and the increasing inability of workers to adapt to 
ncvv skills demanded in the workplace (Rosenthal 1982). 

The case for providing employers with ah incremental tax credit 
for retraining their employees is also based oh preliminary research 
that claims there is a growing mismatch between the skills of the labor 
force and the qualifications demanded in the labor market.* The 
indicators used to measure this alleged skill imbalance (i.e.. help- 
wanted index, discharge rates, and number of lines in print discussing 
skill shortages) are not, however, reh'able indicators of the skill 
imbahince variable. It is claimed that employers haw not r^esponded to 
the imbalance by retraining their employees, but have bid Up wages in 
the external lalwr market. The conclusion, described as iriflatibriary, is 
incorrect. Hiriii^> in the external Ifibbr market changes tH^ tylaflif 
price of labor, but does hot raise the general price level. Changes in 
relative vva^es are part of the normal fuhctibhihg of the labor market 
and are incentives for workers (and employers) to invest more in 
developing the skills in demand.** 

Apart from the difficulty of defining what retraining is eligible for 
a tax credit, the case for the hew tax jjreferehce for employers is weak 
when one considers that, under the tax cade, employers can how write 
off all training costs in the year they are incurr^. Buildings used for 
training are vvritten off much as piahts that arc used in the production 
process. This is much more liberal than the tax treatment afforded to 
investments in plants and equi^pment. PubUc policy shoujd not^attempt 
to distort the flow of in%*estment!:^ to different types of inputs in the 
production process. Such distortion will not produce the m<^t efficient 
allocation of resources. Failure to approximate neutrah'ty in the tax 

•Sevt»ral unpublishetl papers of James L. Kedoff report some of the innovative work he is 
(•ondLictinfr at the Nationai Bore^o of Economic Research: 

••Kstimates of the level of employei^ir^^^ **^^J>'- but all w^ee^that trv^ annual 

investmt^nt is sui>^tantiaj. The preiiminar>* papers of .James Medoff do sugsrest that the 
growth of traihihjr investment has leveled off. Failure to increase the le\*el of investment 
in train injr may be a rationai decision for employers. For example, the amount of formal 
education and traihihjr of the labor force :s hijrher than ever in our histbrj*. Also, as the 
fate of capital investment remains low. there is les» need to retrain workers. 



305 




trcatnu»nt uf returns frnm difforent types of investment will adversely 
affi*ct prcxluctivity growth.* Corporate tax policy should try to be 
neutral about investments in latK)r. plants, and equipmeht. 

Investment in Human capital by employers already receives 
proft»roritial treatment compared to irivestmeht in physical c'^pital. 
Indeed, any tax policy change should move in the directlbh of 
permittihg physical capital investments to be written off in the year 
they are incurred, provided most so<alled tax expenditures available to 
Business are gradually eliminated to make the change neutral in its 
effect on federal revenues. 

At a time when there is substantial support for tax simplification 
and a reduction in federal budget deficits, any proposal to provide 
business with an addif.ibnal tax preference contradicts the much more 
in1fK)rtarit goal of stnmger fiscal policies to reduce interest rates-^a 
T^eductibn essential to future emploj meht growth. In the long run, a 
substantial elimihatibn of theenermbus growth of prelerehtial tix 
arrangements in bbth the perebhal and cbrpbrate tax code will do much 
more for business^ and for any 3mployee who may risk job 
displacement, than proposals that result in farther erosion of the tax 
base. 

The UiiMe of a f'frwp/of/w/i'wf roMc/ter by displaced workers has been 
proposid as an incentive to employers for hiring the Iprig-term 
Unemployed, including displaced workers. As originally proposed, the 
cost of hiring a permaheritly dislocated (arid other lorig-terrri 

urierriplojed workers} vvbu Id be reduced bjvpermjttirig the wbrkers to 
convert extended UI benefits (the federal allbcatibh paid after the 
regular twehty-six-week program) into a "reemplbymehi voucher'* to be 
paid to the hew employers (Mclbehhah 1983b). 

The value of the voucher would equal 75 percent of^e yajue of the 
thirteen weeks under the federal extended pr^ram or any remaining 
weeks for which workers would be eligible if they remained 
unemployed during the entire extended pericd (i.e.# currently thirteen 
weeks). This voucher could be offered to employers who provide the 
workers with jobs that jrepreserit ari iricreriierital increase in the_ 
emplbi'eKs work force. The employers would mreive the value of the 
reemplwmerit v oucher in quarterly payments from the state UI sysiein- 

*In addition, current Ux law seribtisly distorts the flow of capita] ifivutment to difleniht 
types of capital a^seu by Uuinsr income from various indasG-i^ at different effective tax 
rates. In the interest of productivity icrowth* such distortion should be corrected. See 
Committee for Economic Dev'elopmeret (1^). 
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Thi» ifUTi»riH»ntai wajre subsidy through the reemployriierit voucher 

would end aftor nbout a year. Otherwise, the prpjrram would eventually 
be paying empldv-ers to hire workers they would have hired anyway. 
Also, employers should hot be subsidized for hiring during the later 
staKos of an ecoribriiic recovery. 

The value of the vouchers presented to employers by mo«t workers 
receiving extended benefitvS would average about $1,125, at 75 percent 
of the average value of extended benefits. For many employers, this 
would be a significant incentive to hire workers who have experienced 
long-term unemployment * At the present time, Delaware has taken the 
initiative by establishing an experimental program Using a form of 
reemployment voucher that includes tra/riihg and relocation services. 

More flexib[e^ use of Ul benefits to assist the long-term uhempld^'ed 
and those dislocated by structural change is of growing interest to 
pulicymakers at all levels of government, Seriat45r Quayle. in his 
Eeoriomic OppoKunity Act of 1983 (S. 242i. prbix)sed reemployment 
vouchers based or extended UI benefits. The administration supfwrted 
the concept and would have permitted 100 percent of extended benefits 
U) be Uied as vpuchers. The ^mihistratibh s approach would have 
administered the program through the Internal Revenue Service rather 
than through a state's UI system; 

The cohcepj of the reemployment voucher failed to get sufficient 
support in €ongress, partly because it was opposed by the major 
interest groups representing labor and business. The major 
disadvanUifire of the proposal is that the program mi^t be initiated close 
u> the botti^^m of any rece^ibn and it must end in about brie year. The 
federal government would end Up subsidizing employers^ to hire 
workers they would normally hire without the subsidy. The ad^tages 
of the cpricepi: are that Ui it b^iris to give preference to tfi^ who have 
suffered from an especially long spell of uriemployrnent: (2) it permits 
the lorig-terrri uriemplbyed Jo renew their work skiHs through on-the-job 
experierice; arid (3) rnore important. ]t represents a shift of UI Ewh'cy 
tovvard the gt>al of reempjq^^ and not simply to a program that 
provides i nr ;nie maintenance. 

1^^*-- j^^^ of the tedermi extended pn^am was SlJ biHion. If the cost was the' 
same for 1^3: the Pwmployrflenl vcwcher »^ J'«**J'^t a li^ in 

rxpehditure once 1.66 mjHion workers become elijrible for extended benefits: 
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Su|i|)ly*Siih' Incentives and Assistance to Individuals 



Mast of the pro]>osals to prevent worker displacement or to ajsist 
those vvho b(M:ome tiisplac(*d focus on the individual workers. As »n 
alternative to KivihK employers the incentive to retraining workers ir 
response to potential structural change, it may be preferable Uj Rive 
individuals the incentive to invest iil their own human capital. 

The internal revenue code currently permits several tax aUowahces 
to encourage individuals to invest in their own human capital. The most 
nMevant allowance is that expenses are deductible for education that 
maintains or improves skills needed for one's presnii einployment, 
trade, or business.* However the tax code is interpreted to mean that a 
tax])aycr cannot deduct expanses for education or training for a 
(iifft rvYil occupation. 

Kxtending the education expense deduction to a different 
cicTupatibri apjx»ars to be a relatively simple change in the tax code, 
which would help a (/?N/>/(>m/ worker prepare Cor a differeilt job. The 
revenue loss to the U.S. Treasury would be relatively small. However, 
most displaced workers will have low taxable incomes ahd the fate of 
return to exiK^rieheed workers may be vei^' low. 

If this change in tax policy is applied to all workers, it will hot drily 
increasi» the revenue loss substantially, but irwill ajso raise a number 
of difficult administrative and equity probjems^ Almost any education 
or training can be claimed as legitimate preparation for di^ffereiit 
employment, trade, or business. If it is applied to all worj^ers. wnll full^ 
tiriie studerits who have any earnings during the year be eligible to 
deduct education expenses? Why should there be a tax deduction? 
Perhaps it would be more equitable if the incentive took the form of a 
tax crt?dit or a tax deferral. It is quite clear that what appears to be a 
simple modification to the tax code, at best, does little for workers who 
are actually displaced. Indeed, there is a high_prbbabil[ty that if public 
ix)licy moves in this direction the rn^^jor beheficiari^ of the progrant 
win be tho^e with the least potential for experieric|rig future Job 
displacement: Such a policy change will further reduces the tax base. 



•The otht^r allow atices are jli iaxpa>*ers_may claim a dependent » exempiiort if they 

ctmtribute more than half the support of a »tud«it dep^ctenl. even if such wouW 

othiTrt ise not be allowed on the lias j» of the students income or age; (2L taxpayers need 
not refjort as taxable income amounts they received as schblarshipg or fetkm'ship grants; 
Ci) taxpayers need not report as taxable amounts paid by their emploj'crs for their _ 
educational expenses under a qualified education assistance pro-am. See Lyke (1^2); 
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complicau* the tax code, and do little to assist displaced worker^ or 
thosi* most likely to be displaced. 

Stneral prbixjsals attemipt to improve the conmrtwn fHlm n} tin* 
n>-oy^/r<>: iiriuViihVf umlVr uHi^mpUui^inH nt Vmuriinvr (Ui) progmrm ami 
fMttiVnjMifiOH /// />//vn///wf; fvfwnif/o« ptogtranrs: 

Many state laws Ho not permit III benericiaHes to engage in 

draining progrBms whi receiving U I tenefits.* this **ecbnbmy'' is 
altogethef counterproductive. The Job Training Partnt r^Hip Act 
recognizes this problem and Title III of the act encourages a JinR 
between Uf and retraining prcgrams. It perrnits up to It^J of a 59 
percent state-match requirement of state UI payments to eligible 
pttrticipants. Senator Quayle has proposed that the Imk be extended to 
student l(^hs and Basic Education Opportunity Grants. 

Under the? original Quayle prdposal, displaced workers would not 
have their principal residences counted in the asset tests for a student 
grant or loan. In addition, the displaced workers UI benefits w^uld mi 
be included as ihcome in meeting the existing income test in qualifying 
for educational aKsistahce. 

The incentive for displaced workers to consider education and 
retraining at ah tarly stage of permanent laj^ff seems highly desirable. 
The easier access to student aid should provide schools and colleges, 
especially tho^e in the vocati^^ education system, with ah additional 
ihcentive to offer progi^ms to this market Amfthef advantage of this 
approach is that it will require little, if any, increase in federal 
expenses and wili not worsen the budget deficit. It ixoiii a hew 
categorical program by increasing the opportunity for displaced 
workers to participate in general student aid programs. 

Displaced workers are rriore likely to heed sftort-term courses and 
sorrie may prefer to receive educatiba a.nd training on a^rt-time basis. 
It may be approp riate to extend the i^uayle concept by modifying the 

•State t'l s>stemH shauld te^^ retriuning wttS 

the UI system. Swne eountrie* c'ow tinempiojed persons who tsk« tmnlnf eounM So 

•'^^ ^^»n^pJ<'_»J|ow8 triincM to continue rn^tvmg UI for 

the duration (xf the traininir course^ even if entitiem«« would jBonniO^ly in this time. 

\^_P">v"^^ * l^^r shofi extenskm <up to six weeks) to c«rer a period of nctive 
ioh search upon completicm of jhe coarse; Ho^^evef. thmj^be^tlvpr u^. The 
Ketherlaruis allows unesnpko'ed |>ersorw beimjt^ivren on-the-job trainUii: by iiirm to 
ct>ntiR04* receiving befiefit*. See Ofgamisation for Economic Cdoperitkm jund DeveUmmeat 
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currenl '*fui1-timo sludrnt'* rip|?ulation to allow displaced workers to be 
elijrible for student aid. even ihouRh they are only enrolled pa rt-tirTi^^^ 
a training course, this modification could be important in those states 
whose Uj proj^rams peritiU workers to earn some income and still be 
elijfible for Uil ^^riefits. 

A more basic reform of the UI program involves restructuring to 
iil^clude an imh'ridual rrfiryMA^^/irw/ f;rruM«/ wvl^/w the exist Vng system. 
This could be achieved by including an individual accbuht as a second 
tier within the current system. Tier I would be a mwlified versidh of 
the pri^st^nt system, with more effecUve experience rating a longer 
waitiang period. The individual account proposed as an addition would 
be financed by a portion (perhaps 10 percent) of the employer tax. Each 
accoant should be fully funded. Interest should accrue to the funds 
credited lb it. 

The eligibility cphdHions uhdef which a worker could draw upon 
the account may include 11} perrhaneht displacement, with employers 
certifying that the workers will hot bej^hired because of the 
permanent enmihatioh of the previously held job: 12) cbhtihubus labor 
force experi^t^nce of five j-ears prior to permanent la>i)ff: and (3) 
unemployment for perhaps fourteen weeks.* 

It is impbrtaht to permit workers to have control over the way the 
funds in their individual accounts are utiliml once they are eligible to 
draw oh the accounts. The amount of withdrawal and whether it is 
taken in the form of ihcom^ maihtehahci?. retraihihjf, or reliacatibri 
should be the workers' decision. Only the individual workers can 
properly decide which types of mvestment in their own hurhan capital 
are likely to lead to successful labor market adjustment. 

Workers should have the maximum incentive to readjust quickly 
after permane nt displacemefit Act?jr5rdingly, it is probably desirable for 

•Because a ma^ity of j<>b-Io6^s can expect to rptuNi to work with tfejr^rei wuf 
employers, it is Irtliioftant to require that they be unemployed for a minimum period 
before they are elijrible to draw on their individual acctwht If there is rib minimum 
imemploj-ment period in a severe recess^jwi. suc4i Si tlmt 1982. per hisps most of the 4 
million job- losers would be eiltribie for participatiofl in the individual account. Wtth a 
fourtwn-week rhihimum j>eri<^^ the rrijkximum hum who d draw on 

their arw)ont would be about 1.8 mi i I lion. The disadvantaire of the mini^num 
unempfc^ rri^ht period is t hat jt _4>^*'TS«L^''^§_^_th^ 

rehired by their previous employer, from making efforts to reltw^aoe quickly. On the other 
hand, if workers draw on their individual account without 4^xp<*riehciht a mm^ 
number of weeks of unemplivment it may unnecessary relocation if their 

employer bejrins to hire during: the economic reco>*ery. 



310 




a ::mall {M)rti(\in of Uw livvruvd balance in their accounts, plus interest, 
to R«> to them \a\Km ri'tiremont. 

If the twd-tieii^d UI structure is to be successful, it must be 
implemented in sUch a way that it dw^s not raise hjriri^f costs; otherwise 
it will have the same weakness as the individual training account 
I)ro|KKsal discussed earlier. Consequently, aa equally important feature 
of the two-tiered approach is the heed to reduce the c^t of other parts 
of the UI program. The followinK reforms are likely to achieve the 
>^reatost co^i savings. ^mprove the operation of labor markets, and avoid 
some of the well-documented overuse of the UI system by some 
employees and employers: (U reinstate a two-week waiting period 
before the twenty-six weeks of the basic UI program begins; (2) reform 
UI tax structure by widening the differential between the minimum 
and maximum tax rates; and require job search couhselirii^ diirihi? the 
tw(>-vi^ 'A'jlitihi? period.* 

DUririK the next fjve years, U I taxes will have_tb be increased to 
r estore the solvency of most stale UI trust funds. These {increases, along 
with the schedultni increases in Social Security taxes. wiW raise the cost 
of hiring. For this reason, any hew approaches to increasing the access 
of displaced workers to resources in the UI or educational systems must 
be achieved by reallocating existing resources; This involves some 
difficult political choices for all proponents of policies tu assist displaced 
workers. 



CONCLUSIONS 

There are disa)?reemehts about the current mai^rhitUde of the 
displaced worker population, but most a^ree that it is a relativiely small 
proportion 6t the labor force. No one can be certain about the future 
rhaj^hitude of the problem. Since alf prbpdhehts of policies for displaced 
workers are searching for general solutions to a^ist in the 
reempfcym^ht of aU displaced workers, perhaps this uncertainty over 
prediciinK the future is jiot^KjRTtificant handicap to policy 
deveioptnent: TsfeTKeted progrrsmsi for specific groups of workers have 
been lar^rely discredited fay research. This is why the tax code, the UI 
system, or federal assistance tD education are correctly viewed as 
potential vehicle s for the appropmte policy oiratess'. 

• For d toi ssioti ()f t hese profWKils. Mc Len riah ( 1 ^^bj^ tjor i d iscussFon af t he 
'^)pt>rtanc^ of prxn idinK u!»efnpli<>yed workers with job search assistatnce: see Hlaustein 
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Tims analysis of {hi\ fHjlicy options strongly implies that new 

initiatiws should be implemented with existing resources. It is 
inconsistent to propose solutions that require rtiew expenidjture 
pm^rams. loan subsidies, tax preferences, or wajje tax increases, and at 
thv same time complain about the effects of high interest rates, and 
increased import pehetratibn oh unertiplojTTieht. In the longer run. the 
solution hiUst avoid making the displacement problem worse or 
reducing future emplojmeht growth. 

This analysis recognizes that tfce United States already has a highly 
moil)ile labor force, \*-ith about qnehajf of jJuKe who are laid off or who 
leave their jobs moving to different occapaUons within one year after 
they leave their previous employers * Pubh'c policy should attempt to 
increase the ability of workers to move to expanding jobs in other 
occupations, industries, or geojj^phlc locatidils. This leads to the 
wnclusion that reform of the fifty-year-old UI systern should be a majdr 
comfjoheht of any policy strategy for linking displaced workers with 
retraihihg. education, and relocation. It may also mean that the way we 
encourage ihconie security for iiVe eWerly through specific types of 
ernpjbyer pehsiohs v^mH have to be reexamined. Similarly, thi* recent 
displacement of workers with generous health care benefits suggests 
that if labor mobility increases, our policy apprdtch to prpviding health 
care protection may require modification. 

Employers can do much to reduce the rite of displacement by 
improving their competitiveness^ by ptahhihg for worker adjustment, 
and by retraining their work force. Additional federal subsidies for 
employers to retrain their workers are, however* rejected. Current tax 
policies that provide incentives to retrain or reeducate employees are 
already sufficient, and the external labor market itself provides the 
appropriate signal for employers to make their decisions on how much 
to invest in retraining. 

There is ho simple sblut.oh to the problem of reerripl^Trient f(M* 
displaced workers. For some i)f th(»e workers and their families, the 
cost of displacement is high. Public ^licy changes to assist those 
adversely affected will be difficult to implements But, the challen^ 
provides the opportuhUy to make bjBic reforms to wn&eo^ tabor 
market and educational pojicie& In^meeting this ctallenge we an 
reduce the cost to displaced workers and, at the nme time, pefmit 
society to receive t he benefits of structural economic change. 

*Bised on duU for the period 1977-15^1. ftuppH^ the H^. D^artntf-nt ^ t^bor. 
Bureau of Labor Statistics. 
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ROBERT M. GUTTMAN 



Policy Options for Dwp Workers: 
Reactor Gommenls 



DIFFieULTIES OF LEGISLATING 

The McLennan chapter, as well as other chapters in these 
proceedings, demonstrates clearly that we do not know how many 
dislocated workers we have now or are likely to have in the future. 
When estimates of the number of dislocated workers range from 
100,000 to over 2 miUibn, we essentially have no estimates at alj. The 
Uhalde chapter makes a heroic atterhpt to harrow that range, but even 
it gives a range of from 2m,Bm to 7WM^ Those ar^ shifting sands on 
which to build a s^lid legislative structuVe. 

The difficu[tyjs exacerbated by the fact that oiir iornorance of the 
dimensions of the problem is compounded by our ignorance of the 
characteristics of the dislocated workers. Their ages, sex, educatibhaJ 
achievements, and the like are essentially Unknown. We tend to assume 
that the typical disjocated worker is a middle-aged white male with a 
high sch(M)l (or less) education, but the data do hot support that 
assumption or, for that matter, any other. Nor is the industrial plant 
closingLthe only forrn of dSslocatibh, as a number of the chaptere make 
clear. Thus, ceheric legislation built on questionable assumptionis is not 
likely to prove effective. 

Perhaps JSe fuhda^^^^ a jKslicy sdlutidn is 

tfiat^'e do not have a clear definition of what we are discussing. 
Gordon claims that the ranige of estimates is due to inadequate date. 
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She believes that we really do know who the dislocated workers are, but 
that we are forced to estimate from unsatisfetoiy proxies. She says we 
could all agree that a dislocated worker is one wfi^ job has been 
abbUshed and who has a hard time getting another one. I suspect ffiat 

that is part of the definition, but not all of it. It includes many who 

could be classified as disadvantaged rather than dislocated— assuming 
that these two categories are at least conceptually separate. 

The category of dislocated worker does not seem to fit the 
minimum wage worker whose erhplc^er goes out of business, or the 
seasonal worker who cahhot find other emplbjmiejit in the off season, or 
the welfare mother who loses her jo^ as a domestic. Yet they all fall 
within Gordon's definition. 

Implicit in the concept of dislocation is the less of a job that fi^ 

some attractive features and Uiat involves some level of skill on the part 
of the worker We speak of retraining rather than training. However, 
the limitations on the defihitibn have no specificity and only <K)ntribute 
to the uncertainty of both the dimehsibhs and the nature of the 
displaced worker prbblem. 

There seems to be only one area of unanimity in all the chapters 
here— a unanimity that is not unusual to find in such discussions. The 
consensus is that we need more research. 1 fin d m yself in agreeme?il 
with that conclusion, because we need better agreement on the exteht 
ahd_ nature of the dislocated worker problem, boA as it exiscs toda^ 
its future projection, before we will have a solid basis for making public 
policy. 



TYPES OF LEGISLATION 

The McLennan chapter summarizes and comments on some twenty 
or more policy approacfies that have been sugg^ted for dealing with 
the dislocated worker problem. Tfierejs probsbjy another dozen in the 
other chapters— suggesting that the problem for policymakers is hot 
that of finding a solution l3ut raSer Aat of finding^e r^fit s6^ 
McLennan's summary of the pros and cons of the different approaches 
is furidamehtally sound, and it is not productive to repeat 
with mihpr caveats or recommendations. Instead, a categorization js 
presented of the types of approaches that have been suggested, along 
with comments dh the pros and cons of these types. 
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Hntitfement or Discretionary Policfes 



The basic concept of entitlement legislatisn !s that everj'dne who 
fits a defined categor>' is ^ven specified benefits. Its basic appeal is 
that of justice: that is, everybody in the same position is given the same 
advantafi:e. Tbie GI bill is, of course, the best-kriovvri example of the 
erititlemerit approach to training and education legislatibh.. Among the 
current proposals that use this approach are the Individual Training 
Account idea, the two-track uhempiciyrrieht prbp(^al, and tax credit 
approitches. 

Discretional' programs, on the other hand, provide no rights, nor 
do they guarantee equality of treatment. They provide a limit (which 
may be quite vague) on ihc^ eligible for benefits, but leave the 
determination of those who will actually receive the benefits— as well as 
the kind, amount, and duration of those benefits— to some kind of 
administrative discretion. This is the ajDproach followed in all of the 
basic rhbderri training legislation, from MDTA mb JTPA. 

In the abstract the anfuinehts for entitlement alwa>'S appear 
persuasive: '^Render equal unto equals" is as attractive a concept now as 
it was when it was coined almost twenty-five hundred years ago. But 
from a practical and legislative view, there are a number of necessary 
preconditions for choosing the entitlement approach, and it is my 
contention that these are not met by the dislocated worker issue— at 
least not at the present time and with the present state of knowledge. 
These necessary- precdnditidns are as follows: (1) we must be able to 
define precisely the eligible pppulatiori, rheahihg we must have a 
defihitibn that both includes all dislocated workers smd d(»s hot include 
anyone else; (2J we must know what the appropriate benefit is to give to 
each member of that defined population; and (3), in order to make oKt 
estimates, we must know the number of the beneficiaries and the cost of 
the benefit. 

None of these conditions is presently met We do not have n 
consensus definition of who the dislocated worker is. nor, as many of the 
chapters demonstrate, is there consensus that they should all receive the 
same treatnR'nt For instance, the relative importance of job search and 
retraining is by no means clear, and the costs of entitling to retrairiihg 
those who only heed job search assistance could be staggering, Aristotle 
also said that justice consists of renderihg' unequal to unequals. 
Dislocated workers (at least those included in any broad definition 
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based bh job loss and prior work histbr>'| may have sufficiehily 
diffeneht heeds that prescribihff ah equal remedy for all of them may 
be neither just nor effective. 

However, the overriding ar^ment against the entitlement 
approach is budgetary: Entitlements are uncontroll^Ie; Congress 
relinquishes control over the costs until it amends the law and is 
therefore reluctant to enact them without confidence in the ctsst 
estimates. Enough has been said to make clear why any cost estimate 
for such a program would have to be taken with a large dose of salL 
With the current and foreseen federal budgetary deficits, the ailment 
for a new. uhcohtrbllable. and largely unpredictable prc^ram will fice 
ah uphill battle, 

Bh the other hand, a discretioRan'' pr^ram, such as that uwder 
Title III of JTPA, may be expanded at a rate de^rmined by Corjgres, 
and treatments may be varied unti! we have the body of knowledge that 
experience under a variety of appnmehes will give us. 



The chapters reveal a vei^' general cbra&ehsus that much can (and 
indeed must) be achieved thrbugh labbr-mahagemeht cbbperatibh. 
Many impressive examples of o^mpahy and anion initiatives in dealing 
with the displaced w'ork^r problem have been presented, and surely we 
all hope that sacfi constracUve efforte wH! rnultiply. There is also, I 
think, a conseimis that the privatesector cannot tear the entire 
r^ponsibility and tfiat the govemment must contribute its part The 
question is not whether there should be governmental action, but rather 
what k ind of governmentail action. 

Essentially, the government can operate (or provide for the 
bperatibh of) a program, br it cah require hbhgx>verTimehtal parties to 
take certain actions. The gbverhmeht can imiuce action by giving away 
rhbhey tb those who rh^t its cbhditiohs, br it can coerce those who do 
hot act as i* requires. Proposals for ^bvefhrhehtally funded training 
programs j whether ent* 

categon^; proposals to require advance notice of plant closings fall into 
the second. The isiue with the second type of propOMi is not whether 
the propo^d action is desirable; it is whether what leads to good 
results, w'hen done on a voluntary basis, will also lead to good results 
when undertaken to comply with governmental mandate. One must at 
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least face that questidri before cbhcludihg that because Mrtain 
vbluhiao* proc^tires work well, such procedures should be required of 
thcsse who do hat wish to follow them: 



Perhaps the most interestiiig:— and certainly the ftidst important- 
issue is whether we should deal with the dislocated worker problem 
through sj'sternic or incremental reform. This is necessarily a qu^tibh 
of (iegree as well as oLkihd, but the question can be posed in broads 
generality as follows: Do we scrap what we have and mm^ide a new and 
total solution, or do we tinker around the edges of tfie extstirq^ ^tem? 
This issue is not a new one; in fact it was at the h^rt of the five-yrar 
debate over welfare reform. 

The basic systemic reforms that are being advt>cated are the 
individual training account arid the tw'o-track unempjoyment 
eompefisatit>n s^-stem. In essence, advocates of these proposals argtie 
that they will deal with the overall dislocatecf vdrker problem: 
advocates of incremental reform argue that a \'arie^ of different 
measures will alleviate the problem* though none of them will provide 
ah overall solution. 

From the point of view of a policymak' . , systemic reform has 
major advantages. However, in ^e case of the djsiocated worker issue, I 
would suggest that these advantages are more than counterbalanced by 
the disadvantages. The basic adrantage of systemic reform is that, if it 
works, that is all you need. But ^t has all the weil-krown disadvantages 
of putting all ydiir eggs in one basket Systemic refw^m is j^reat if ycwj 
know what you are doing (i.e., if the knowledge base is sufficient), but I 
do hot think that is the case at the present tirhe. 

The ihcremehtal approach is better suited to the re<»ghitibh of a 
degree of uncertainty. By making modest reforms oh a piecemeal basis, 
the costs of errors are decreased and the oppo-tunities for midcourse 
corrections are improved. 

My preference, and the preference of my subcommittee chairman, 
is, at the present time, the incremental approach. We support ex|;ansi^n 
of the Title III program, consistent with the idmihiatraUve capacity of 
the system, and have proposed a vanety of other meuures that will 
assist in dealing with the displaced worker problem. For example, we 
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have eased the access of the I6nj?-term unemployed to trsiiiiihgLwithdut 
loss of unemployment benefit, boS by the provisions of Title III ot 
JTPA and by amendrng the Federal Sapplemen^l_eompensa (FS6) 
program to make it easier for beneficiari^ of the progr»n to 
participate in retraining without losing benefits. In addition, we have 
prdpos^ and reported, out of committee, (1) amendments tr the Pell 
grants and giiarahteed student lean pnagrams lo ease access of 
dislocated workers to those ptognrns; {2) amehdrni nts to permit such 
workers lb withdraw from their Individual Retireirierit Accounts 
without tax pehaltj-; and (3) amendments to improve procurement 
targeting to improve erTvpIbymeht op{»rtuhiti^ in areas with high 
Cf^y>^nt*"ntion^ of disloc^J^ workers. We will shortly prbpcse 
amendinents to concentrate nwne vocational education funr^s on this 
problem. 

None of these apprc^hes is a magic solution. Each is designed to 
deal with a part of the protiiem. If any one of these propKSsals works 
badly, it can be repealed or amended witteut too much trouble — and 
each one of them has a reasonable chance of moving from proposal to 
ehactrheht durihjf this G^Mress, S>^temic reform has two major 
disadx-ahtages: (1} it is difficult to enact le.g,, in welfare reform, in 
which two Adrnihisf ratidhs made major investments of political 
capital), and (2) it is difficult to correct if it does hot turn out as 
expected. To coin a phrase, many halMoav^s in the hand may be better 
than a full one in the bush; 



322 




EKLC 



List of Partictpants 



JbdJie Allen 
Editorial Staff 
Washimgtbh Post 
Washington, m 20671 

Michael Arnol^ 

Human Resources Development 

Institute 
AFL-CId 

815 16th Street, NW 
Washington. DC 20066 

Patricia Auspds 
Manpower [^nk)hstniLti<m 

R^arch Corp. 
3 Park Avenue 
New York. NY 10036 

Beverly Bachemin 
Employment & Training 

Administration 
U.S. Department of Labor 
601 b Street, NW 
Washington. DC 20213 

Mary Bailey 

Emplbymeht & Training Reporter 
1211 Connecticut Ave.. NW 
Suite 619 

Washington. DC 20036 



Stephen E. Baldwin 

National Commission on 
_Empkyment Policy 
1522 K Street NW 
Washington. DC 200(B 

Burt Barnbw 

BBiGd of R^arch ami 

DevcSbpmeht _ 
Empl^meirtfi Training 

Adminis^tion 
U S. Department of Labor 
6th & D Streets, NW 
Washington, DC 20213 

R(^rt Bednarxik 
Bur^ii of Internationai 
_ Lator Affairs _ 
U^._Dei»rtment of Labor 
200 Cbhstitutibn Ayc^. NW 
Washington, DC 20210 

Marc Bendick 
The Urbut Institute 
2100 M Street, NW 
Washington. DC 20037 

Gordon Berlin 
Ford Fburidation 
320 E. 43rd Street 
New York. NY 10017 



323 



320 



EKLC 



John Bishop 

Nation^! Center Jor R^earch 

in VocatibTul Edu<^tion 
1960 Kenny Road 
Columbus, Qu 43210 

Barry Bluestone 
Department of Economics 
Boston Coilefce 
Chestnut Hill, MA 02167 

CSS 7> 

Bureau of Labor Statistic 

GAOBUildift^ 

U,S. Department of tabor 

Washington. K 26212 

William Brooks 
Delco Moraine DIv i:^ion 
General Mctofs Q)f{»ratidri 
U2b Wisconsin Boulev-ani 
ba>aoh. OH 4M01 

Ronald Buckham 
Natibhal Institute of Education 
JJ20Q 19th Street, NW 
Washington. DC 20208 

Gary Burtiess 

The Brookings Institution 

1775 Massachusetts Avenue, NW 

Washington, DC 2W36 

Renee Coe _ 
Subcommittee bh Employment 

and Productivity 
SD428 

U.S. Senate tator and Human 

Resources Committee 
Washington, DC ^510 



G^rettV. Coleman 
U:S; Deiartment of Education 
FOB-6, Room 4122 
Washington, DC 20202 

Mar>' Cbndcm 

Ameri^ Society for Training 

aad Development 
600 Man-land Avenue, SW 
Suite 

V^ashington DC 20024 
\ (TCor«)n 

lil .^'iematica Pblicgr iResearch 
Box 2393 

Princeton. NJ 08540 
Robert Craig 

Arheriaui Sdcieib^ for Training 
_ and Development 
Suite ^ 

606 Maryland Avenue. SW 
Washington. DC 20024 

Robert L. Crosslin 
5014 Euclid Drive _ 
Kensington, MD 20895 

Charts Dale 

Army Research Imtitute 
PERI-GP. 5061 Eisenhower A ?e. 
Alexandria, VA 22233 

Gary R Darlington 
AFLrCId Appalachian Council. 
Inc. 

9253 W<R>dcrest R<»d 
Pittsburgh. PA 15237 



324 

321 



Paul V, Klker 
Offkre of V«ati6nal 

& Adult EdiK^tioh 
7th & D Streets, SW 
Washington, 0C 20202 

WIfliarn Dlsa 
c/o The Ford Foundation 
320 East 43rd Street 
New York, NY 10017 

Becky Dickinson 
Capitdi Publicatidhs 
VSm hi. i7tH Street. 
Arlington. VA 2^04 

Kenneth R Edwarfs 
International Brotherhood of 

Electrical Workers 
1125 15th Street, NW 
Washinfirton, DC 20005 

Mar>'_Eccles 

Joint Econom Lc Committee 

of the U.S. Cbh^re^ 
102 Houise Annex #1 
Washinjfton. DC 26515 

Joseph Epstein 

Social Science Research Council 
1755 Massachusetts Avenue. NW 
WashinRton. DC 20036 

Judy Fernandez 

State Board, for Cbmrnnhity 
Colleges & Occupational 
Education _ 

1313 Sherman Street, 2hd Floor 

Denver. CO 80293 



Paiil Fiaim 

Bureau of Labor Statistic 
U^S. De^rtm^nt of Labor 
SAG Bmldini^ Room 2486 
Wa^ington. DC 20212 

Phyllis Furdell 
National Alliance of Business 
1015 15th Street NW 
Washington, DC 20005 

Evelyn Ganzgla^ 

Natibhal Gbvern^ Association 

Suite 256 
400 N. Capital Street NW 
Washin^n, DC 20&61 

Peter Germanis 
Heritage Foundation 
214 Mas»chiisetts Avenue 
Washington, DC 20002 

Wdbdrbw Ginsburg 
Center for Cbmmuhity Change 
iOOQ WiscbhsinJive. 
Washington. DC 20007 

Harold Goldstein 
7012 Wilson Lane 
Bethesda. MD 2iWi7 

Nancy Gordon 
C^njTfessldnai Budget 07f»^ 
Hdu^ Annex W2 - Room 418A 
2hd & D Streets, SW 
Washington, DC 20515 

Ellen Gi^hbei^r 
Prbj^ram in Social Eulogy 
University of €a!i!onii« 
Irvine. CA 92717 



325 



Robert Guttman 
Subcommittee on Employment 

& Productivity 
U.S. Senate Labor and 

Human Resource? Committee 

Washington, I>C 20510 

Chester Hansen 

National Center Jbr R^earch 

in Vorational Eduction 
I966jtenny R^d 
Columbus, en 43218 

Gisela Harkin 
Office of Voc2itional 

& Adult Education 
U.S. Department of Education 
RpB-3. Robm_5G4Q 
Washington, DC 20202 

Ann Heald 

The German Marshall Fund 
11 Dupont CircJe. NW 
Suite 900 

Washington. DC 20036 
Peter Henle 

3219 N. Wakefield Street 
Arlington. VA 22207 

Kitty Higgins 

U.S. Senate Labor ami 

_ Human ftt^urces Committee 

Room 833 

Washington. DC 20510 
Anna Hill 

U.S. Department of Labor 
Bureau of Labor Statistics 
4th & G Street, NW 
Washington, IX: 20212 



Kevin Hollenbeck 

National Center for Research 

in Vocational Education 
1960 Kenny Ri»d 
Cdlumbus, OH 43210 

Francis W,_ Hbrv-ath 
Bureau of Labor Statistics 
U.S. Ue^rtrheht of Labor 
441 S. Stote Sti^t, NW 
Washington, DC 20212 

Judy Hushbeck 
CDngressionai Budget Office 
Hj\. n2 ^ Room H2^10 
Washissgtda, DC 20515 

Richard Johnson 
U.S. Department of Commerce 
EcbrK>mic Affairs/OPT 1 
Washington, DC 20230 

L^ Joh^n 

Labor Mspiagemen^ 

Seryicei Administradon 
U.S. DepiirUnent of Labor 
20O Comum^n Ave^ NW 
Room N5S77 
Washington, DC 20210 

J<yce Kaiser 

Ethplcyment & Training 

Administration 
U.S. Detriment of L^bor 
601 D Suwt, NW 
Washington, DC 2021Z 

Jan«KuUk 
Abt Associates* Inc. 
55 Wheeler Street 
Cambridge, UA 02138 



326 



C Benjarriin Lattirnbre 
Oppbrtuhities Industrial Eouncifs 

of America 
im-\V. eoulter Street 
Philadelphia. PA 19144 

Linda LeGrande 
Economics Divisiors LM 325 
Congressional Research Service 
Jaities Madison Building 
Washington. DC 20540 

Juljetta N. L^ter 

U.S, De^rtraeht of Education 
400 MabMand Avenue, SW 
Washington. BC 20202 

Sar Le^'itan 

Center for Social Policy Studies 
2000 K Street, NW 
Suite 454 

Washington. DC 20006 
Linda Lot to 

National Center Jbr R^arch 

in Vocational Education 
I960 Kenny Road 
Columbus. 0H 43210 

Henry Louenstem 
Monthly Labor Review 
3432 Gaddy Court 
Falls Church. VA 22042 

Paul Mahchak 
Office of Vocational 

& Adult Educatibh_ 
U.S. Department oLEducattbh 
7th and D StSeU. SW. Room 5034 
Washington. DC 20292 



Jeiwne A. Mark 

Bar^u of Labor Statistics 

U^. Dejartment of Labor 

GAd Building 

5th & G Streets, NW 

Washington, DC 20212 

Daniel Marschall 
Disld^ted Workers Prc^rnim 
Ohio Bur^u of Erhployment 

Security 
145 S. Front Str«t 
Columibus;, OH 43215 

Bar^ra Maslak 
House Wednesday Group 
386 House Annex 2 
Washington. DC 20515 

Howard Matthews 

U.S. Senate Committee on L&bor 

_ and Human Resourees^ 

Room 4^ * Dirksen Senate BIdg. 

Washington, DC 20510 

Rebecot Maynard 
Mathematia Policy Research. Inc. 
P.O. Box 2393 
Princeton. NJ 08540 

Robert V. McKay 
Women's Bureau 
U.S._DeiMLrtmeht of Labor 
200 ConslituUbh Ave, NW. 

Robin S3305 
Wasfsington, DC 2^10 

Rtcfia^ B. MeR^zie 
Economics Dep«rtment 
Clemen University 
Clemson. SC 29^1 



327 

321 



Robert McKersie 

Sloan School of Management 

Massachusetts Institute of 

Technology 
5b Memorial Dri\;e 
Cambridge, MA 02139 

Kenneth McLennan 
Committee for Ecbnbmic 

Envelopment 
ITOOKStreeLNW 
Washington, DC 20006 

Judy Miller 

Job Training Prt^ram 
Oregon State Executive 

Deiartment 
15S Ccfttage Street, NE 
Salem. OR 97310 

Malcolm A. Morrison 

Wharton School 

Uhiwrsity of Pennsylvania 

2103 Stienbe^ Hall - Dietrich Hall 

Philadelphia, PA 19104 

Mike Morton 

State Advisory Committee 
for Vocational Education 
16 Francis Street 
Ah ipblis, MD 21403 

Duahe M. Nielsen 

U.S. Etefmrtmeht of Education 
Washington, DC 26^92 

Othello Poulard 

Center for Gommuni^ Change 
1000 Wisconsin Avenue, NW 
Washington, DC 20007 



WilburnJ^ Pratt _ 
Kehtuclo' Deiartmeht of Eduction 
CapUalPla^ Tower 
Frankfort, KY 466119 

Pierce Quinlan 
National Alliance of Business 
1015 15th Street, NW 
Washington, DC 20005 

Charli^ RadcJiffe 

U.S. House of Representatives 

Subcommittee for Elemehtao', 

Seconc^xy, and Vocational 

Education 
2174 Raybum Mouse Office 

building 
Washington, DC 20515 

Joarifia Reagan 
U.S. Senate Labor & 
__Human R^urces Committee 
SD - 428 

WashihgtoS, DC 2S510 

Beatrice Reubens 

Conservation of Human R^urces 

Prt^rram 
Columbia University 
2880 Brmdway 
Sew York, NY 10025 

Howard Rosen 
Cbhsultahl 

National Center _for K^arch 

jh Vbmiohal Education 
iSeojCenny Road 
Columbus, OH 43216 



328 

3SS 



James Ross 

Career C^nlinuatioT? Center 
Bethlehem Steel Cdrpbratibh 
701 E. Tliird Street 
Bethlehem, PA 18016 



Melvih Rcktehbe^ 
Appr.Iachian Regional Commission 
i66<> Canrocticut A^enae, NW 
Wa>±ingaon. DC 2023S 

Gladys B. Santo 

American VdcaUdhai Assoc- latidh 
2020 N. nth Street 
Arlih^bh. VA 22201 

Ellen Sehjfal 

Office of Rf^arrh & Etevelopment 
Employment & Training 

Admihistratioh 
U.S: Department of Labor 
601 D. Street KW 
Washingrton. DC 20213 

Ramsey &!den 

National Institute of Education 
1200 19th Street NW 
Washihirtbh, DC 20208 

James Sharp 

Bureau of Social Science Research 
1990 M Street. NW 
WashinRton. DC 20036 

Linda Sharpe 
A bt Associates 
5S Wheeler Street 
Cambridire, MA 02138 

Steven SHeihiroid 
Conftr^iohal Budget Office 
2nd £ D St-wt SW^ 
House Annex 
Washini?tbh. DC 20515 



Arthur Shy 

United Aistdmc^iie, Aetbsj^^ & 
A^icultaral Implemgjt _ 
Workers of America (U AW) 

SOOO East jafersoh Avenue 

Detrdt, Ml 48214 

Donna Sowcy 

New YcH^k City Deiartment 

of Employment 
ggd r*h"fyh Street 
New Yortt NY 10013 

Rita Spiy^ 

Appailachiah R^ohal Cbmmissioh 
1666 Cbhecticut 
Washington. DC 20035 

Stan Stephenson 
113 BAB2 

Penn State University 
State College. PA 16801 

David Stevens 
Department of Economics 
University of Missouri 
Columbia. MO 65201 

Ernst W. Strbmsdorfer 
Department of Economi^ 
Washington State University 
Pulltnan. WA 99164 

Soi Swerdloff 
Manpower and Education 

Re^rch Assoctition 
5509 31st Street, 
Arlington. VA 22S07 

Rbl*rt Taylor 

National Gehter Jor R^arch 

in Vocational Eda^^itiion 
L960_Keh?iy Road 
Columboi^ OH 43210 



3S 

32B 



Ray Uhalde 

Office of Assistant Secretary 

for Policy 

U;S: Department of babor 
200 GorBtitotion Avenue 
Washington. DC 20210 



Albert Woodward 
Ap^Iachian R^'onal Commi^ibn 
1^ Gentral Avenue, NW 
Washington. DC 20225 



Gabriel le Wacker 

American Vlocatiorial Association 

2020 1-lth Street 



336 



ERIC 



CONTENTS 



Ij^jnai^ctMM: K^kmal Policy ^^^placid 
Workers and Local Program Respoue 

Kerin HUlenbeek, Frank Pratzner, 

Hwca fd Roam 

Summao* of Policy ConsSeritions 

Howard Roten 

Job Displacement a^ Eifipt^ment 
Sewrity: A Wbrkplacse Perspective 
Bagmamd Vitalde 

Job Displacement and Empkyment 
Security: Reactor Comments 
Sawry Gcrdon 

iadimriai Di^lootion and Its Impltdoions 
for Public Pol fo^ 
Barry Bluf^n*^ 

bttplaced^Workefr A Role for the Federal 

Government? 

nirkard R McKenzit 

J<*_A ssis UJioe Network^ A Dislocated 
Worker Demonstration Pro^iect 
Judy Af. Mltler 

llie Disio^tecl Worker A New Challchge 
for two-Yesr C<^Ie8:es 
Ca rol EVajtoM 

Operating Pro^ram^- Reactor Comments 
HV/6ini J. Pratt 

thel>fspiaced H'orker Problem and 
ImplMrations for TraininR and Educatkm 
institutions 

Arthur n Shg 

EducatinJr fbr Change: A Cwnpr^iensiye 
Approach to As£%istinir Displaced Workers 



Unkmand jfanagCTnetlt Expen^ces and 
P<er^pecyve8_<m_Trainmk_£li& 
Workers: Reactor Comments 
£o6frt R MeKtnk 

Dislocated Workers and Midcareer 
Retiiunini: in Other Indu^nal Nations 
Mare Bendidc, Jk 

Intern^xmal ExpeHaioes: Reactor 
Cdrhznenta 

WilUam Diaz 

Usiii g UnempRymeht Insurance Data 
Predict Economic Hardship from 
Displacement- - - _ 

R^^rt L. Vrn^jn, James S. Hannd, 

Da rid If! SterenM 

?^J*oraic^ 
Communis Conference Economic 
R^djtstment Activity Prog«wi: Choosing 
P^twwLR€^™hin|: « Job Search 
Placement Strategies 

D. AitimSmftli, Jan^ K^ik, 

Er^M W, Strwnidorfer 

The Economic Im^ect of the Downriver 
^^ommUm^^^fei^ce: Reactor Q>ramentt 
Burt Bamoitr 

F<g«y Optwiw U) Facility 
Reeniployment of Disptaced Workers 
Kenneth Mehennan 

Policy Optgns for D^placed Workers: 
Reactor Comments 
Robert Guzman 



